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John F: Cermak. Jr. 
VIA EMAIL AND CERTIFIED MAIL direct dial: 310.442.8886 
REtUBiN RECEIPT REQUESTED jcermak@bakerlaw.com 

Mr. Stephen Tzhone^ Rernedial Project Manager 
U.S. En\/irortiTiental Protection Agencyy Region 6 / 
Superfund Division (6SF^RA) 
1445 Ross Avenue, Suite 1200 
Dallas. Texas 75202-2733 

Ms. Barbara A. Nann, Assistant Regional Counsel 
U.S. Environrtiental Prbtection Agency, Region 6 
Superfund Division (6RC-S) 
1445 Ross Avenue, Suite 1200 
Dallas, Texas 75202#33 

Re; Unijateral Administrative: Order for Reimedial Investigation/Feasibility Study 
("UAO"j, San Jacinto River Waste Pits Site - Financial Assurance 
Requirerrients under Paragraph 93 of the UAO , 

Dear Stephen and Barbara: 

This letter is being subnriitted jointly on behalf of International Paper Cortipaiiy 
(IPC") and McGinnes IhdLlstrial Mainteriahce C6ipbrâ ^̂  
ijnder the above-referenced UAO. Parjagraph 93 of the UAO requires that 
Respondents dernonstrate the ability to perfprim and pay for work required ijy the UAO. 
Respbndehts liriderstgnd that EPA, for purposes ipf Paragraph 93, Is requiring that they 
prpvide financial assurance in the amount of $3 rnillion.^ 

For that purpose, RisspbndentMIMC is relying upon the $̂ ^ million bond it posted 
as part of its "good faith offer" to EPA datedjSeptemlaer 17, 2009. a copy of which -is 
enclosed with this letter. VVe understarid that MIMC wiiiseparately corifirm to EPA that 
it is prepared to havie the bond Extended or reisisUed priorlo its ^xpiriatidn to ehstire 
continued compliance with Paragraph 93. Iriternational P^per is relying ph internal 
financial irifdrrnation, ais s§t forth jn its February 26,200i910-K filing with the Security 

' Respondents' understariding is based pn February 17, 2010 email messiages 
from Stepihen tzhone to IVIarch Smith on behialf pif MIMC directirig Resppridents to use 
a $3 nniHidri figure fbr purpbses of demonstrating ability to perform under Paragraph 93 
bf the UAO. 

Chicago Cincinnati eieveland -Cqlumbus Costa Mesa Denver Hoijstoh Los Aiigeles New Vor/c Orlando Vi/ashington. DC 
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and Exchange Commissioh. A copy ofthe cover page of the 10-K, together with its 
Table of Contents, is attached to the copy oftHis letter being sent to you by e-mail. A 
complete copy ofthe 10-K doCunrient is enelpsed with the copy of this letter being sent 
to you by certified mail. The entire dbciirrieiit can be accessed via the Internet at 
http://wvy.sec,gbv/Archives/edga;r/data/ 51^/o5p1193l2&d9038657/dldk.htm. Please 
note that International Paper anticipates that it will file another 10-k In March 2010, and 
that document can be provided to yoii, uponfeciueist. bhce itis filed. 

Please cbhfirm m writing that the cbmbinatiph of financial assurance 
mechanisms set forth above satisfies the reqUiremehts under Paragraph 93 of the 
UAO. To the extent that EPA requires any additibhal inforrhatibri regarding such 
financial assurances, please contact thb undersigh^̂ ^ 

Sincerely, 

Enclosures 

*7 
F: Cerrnjak̂  Jl̂  

cc; Albert R. Axe, Jr.̂  CbiJhsel for MIMC (via email) 

067088, 000078, 502716431,1 
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PERFORIMANtiEBdNb 
BOWbNO 1/W^^^ 

KNOV\/ TIL MEN BV T » « S ^ PREsaiTS. that vn. McGinnes Industrial Maintenance COrpdratton 
i-lQ &San Jadnto Wver. Channelview. TX 77530 . 

{herelnaRw caOeU theTrtnc^jaT), as Principal, and tha I P^ON Inir i f ran~ r p m r g n y ^ . 
(herelftBflercaBed the "SunsijO, as Stroty, are heJd and Bmilv bound unto United Stated Environmental Protection 
A tp ikv 1445 Rn^'^v«ehij^;tairt^ TX 7';7n7-?73^ , (haslnaner called tha 
'OtiBg/emX m, Ofcflgee. in the sum <a Twn Million anr< no / inn 
f8>prin,r«Vl-nn l.<0rlh8DavnietitofwhkiiMim>wnBnd1nj^ Principal and the said 
Sicnsty bind oun«h«8, ow sucoesson and assigns. Jointly and seveteSy, Snnly by 
tl»M,(»?8ent8. 

VWBREAS, Uie PrfridpaJ hdi envied Ih^ a (wifttie^) agreement (hereinafter called ths 'Agreemetf^ with the GbG âe 
far fPA Special Noticetettsr- RI/f=S wWch 
AgreBmerd is her^y r^ired to and made a 

NOW TJiEREroRE. the pqnO^lafViia^ audi that IT tha Prindpat shaH WBB and truly Iteep ail the teims 
^ odrtitfi^ns » i wifihed In t iaid' j^PMnwnt^j^ obligatian ehaB bs nS end void; oStierwtse to remain tn IUS 
ftwwandef^"'• 

PRpyiDEp. HpyVBr^ , fills bond is exeoAed by. tiie Surety eral scoepted by the Obligee subject to the (bOcMdng 
ooncfitlpra:" 

1. rtoais^gnmentbfihlsbondehaBbednte^^ 
2. Tliis.cMiSBiini may be temttialad tqr ttie S u r ^ by thiity (30) daya advanoe written nofice to the ObOaee, such 

ruQbe to be oefH t y r e { ^ B ^ ^ ; Such tennination shall not affisct eabOBy lncun«d under this obGgatian prior 
toJBKiefiiadiwditebf s i id i te rn i i ^^ , 

3. PROVipEO, HOVyEyEI^ H s ^ precedent to any right of recovery hereunder that. In the event of 
Ewy lireach of ttMs'Aspe^rwnt oh the piart of the Pibwipal, a wiitten statement at the paitsular l^cts stating tha 
h^us of audi Ixeach shall lie given ss soon B8 reasof^^ 
Gi^fi rkd tie pbl^ ted to perfonn Pr ind^c obligation until thiily (30) days a8er Suret/t receipt of such 
slalohenL 

4. fto eCAoh. eiA or:preo3e(fihg shaO bô  h ^ against tho Surety on this bond unless Bie same be 
t m U ^ d r tostituted wiSiin s ^ ^ d£|y8 afler tt» tsm&iation of rslease (tf this bond 

5. (jrkiei^^hodraanstarKiesshJsathe^ggr^lia^ 
6. TWa hond a h ^ t » eflJBctiwe ihan 9/18/2009 tO_9/lBAZ01Q 

IN wrfNESS WHEREOF, said j ^ ^ Surety have caused these presents to ba executed and their seals 

McGiriiies3ndi!iaJ'fel Malhfenahce GbrpbraOoh 
''" ':(Prineipal)'•—' 

l/ct Pr^XtJ? 

LEXON Insurance Company 
(Surety} 

By: V ^ M . C.A<?fML J u 
Jackie C Koestel, Attorney-in-Fact 



POWER OF ATTORNEY 

Lexon Ihsuirauice Company 
LX-. 78605 

KNOW ALL MEN BY THESE PRESENTS, thai LEXON INSURANCE COIWPANY. a Texas Corporation, wilh lis principal office in 
Louisville, Kentucky, does hereby constitute and appoint: 

BroolcT. Smitli. Kathy Hobbs, Raymond M. Hundley.lason D. Cromwell. Jjing H. I^artin. ***•* 

Sandra F. Harper, Myrtie F. Henry. Julie Radican, Virginia E. Woolridge. Deborah Neichter, Jill Kemp, JaclcicC. Koestel, Sheryon Quinn • • 

its laie and lawful Attorney(s)-ln-Fact to make, execute, seal and deliver for. and on its behalf as surety, any and all bonds, undertakings or 
other v/ritings obligatory in nature of a bond. 

This authwity is rriade under and by the authority of a resolution wiiich was passed by the Boird of Directbrs bf LEXON 
I N S U R A N C E fcOMRANY on me tst day of July, 2003 as follows-

Resolved, that the President of the Company is hereby authorized to appoint and empower any representative of the Company or 
other person or persons as Attorney-in-Fact to execute on behalf of the Company any bonds, undertalttngs, policies, contracts of indemnity 
or other vwitmgs obligatory in nature of a bond not lo exceed $2,500,000.00, Two-million five hundred thousand dollars, which fhe Company 
might execute Ihrough its duly elected officers, and affix the seal of the Company thereto. Any said execution of such documents by an 
Attorney-in-Fact shall tse as binding upon the Company as if Ihey had been duly executed end acknowledged biy the regularly elected 
officers of the Company. Any Atlorney-ln-Fact. so appointed, may be removed for good cause and the authority so granted may t>e revoked 
as specified In Ihe Power of Attorney. 

Resolved, that the signature of the President and the seal of the Company may be affixed by facsimile on any power of attorney 
granted, and the signature of the Vice President, and the seal of the Company may be affixed by facsimile to any certificate of any such power 
and any such power or certificate bearing such facsimile signature and seal shall be valid and binding on the Company. Any such power so 
executed and sealed aruj certificate so executed and sealed shall, with respect to any bond of undertaking to which it is attached, continue 
to be valid and binding on the Company. 

IN WrrNESS THEREOF. LEXON INSURANCE COIMPANY has caused this instrument to be signed by its President, and its 
Corporate Seal to be affixed this 2nd day of July, 2003. 

LEXON INSURANCE COMPANY 

BY_ 
David E. Campbell 

Presidont 

ACKKlOWLEdiSEIMENT 

On this 2rid day^of July, 2003, befbre ihe.perKihaliy came David E. Carnpbell tp me known, who besngdufy sworn, did depose and 
say that he is the President of LEXON INSURANCE COMPANY 
he executed s^d instrumCTt on behalf of the corporation tiy/authortty of his office under the By-laws; of said aKporalwn. 

"OFnCIALSEAL" 
MAUREEN K. AYE 

NoUry Public, State of Illiaols 
My Commission Expires 09/21/13 

CERTIFICATE 

,0L'<^<^^^ K. 
Maureen K. Aye 

Notary Public 

I. the undersigned, Secretary of LEXON INSURANCE COIWPANY, A Texas Insurance Company, DO HEREBY CERTIFY that the 
original Power of Attorney of which the foregoing is a true and correct copy, is in full force and effect and has not been revoked and the 
resolutions as set forth are now in force. 

Signed and Sealed at Lqmbsfd.jilinois this. A " ^ Da^x,f\2U.Mn:^0%, 

Donald b.Bucfianari 
' Secreljuy 

"WARNING: Any person who Itnowtngly and with Intent to defraud sny Insurance company or other person, (Iles an application lor insurance or 
statement ol claim containing any materially falae Informetion. or conceals (or the purpose of misleading, information conceming any (act materi
al tnereto. commits a fraudulent Insurance act, which ia a crime and subjects such person to criminal and civil penalties " 

LXI 
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Yes m No D 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 
Act. 

Yes D No E 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) ofthe 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Company was 
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [El No 
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (paragraph 229.405 
of this chapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive 
proxy or information statements incorporated by reference in Part ill of this Form 10-K or any amendment to this 
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Indicate by check mai1< whether the registranf is a large a c ^ 
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computed by refererice to the closing pricfe as rejporte^ 

of the registrant's rnost recently conipleted second fiscal quarter (Jurie 3P,2pp8).wais approp 

The number of shares outstandirig of the; Cprnpany's coiTirtTOh ;stpdki as of̂ FetJmary 20.2009 WEB 427,7p6.394. 

Documents iricorporated by reference: 
Port ions of the registrant!^ proxy statement fiied within iI2diciays of the plpse of the n^strant's fiscal y ^ r in 
conriection with registrant's 20p9^arinijai rneelirig Of shi«;eh(3ldeiB^ t>y referer!ce:|ritO,Parte l|| and IV 
.of-this'ForrtilP-k;" ' '•" •'" ' '-•"'-'--'- . ^ - - • • - ' - < - y ^ - - y - - - p - , r - - - - . - ! , - . ' - - - - : - - : ' ^ . ' ^ . . . - . : . . . „ . . . ; . • ; . • - ,••...•.•..•:.•• 
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Indicate by check mark if the registrant is riot required to file reports pursuant to Section 13 or Section 15(d) of;the-
Act. 
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Indicate, by check mark whether the registrant (1) has filed all reports "required to be filed by Section 13 or 15(d) of the 
Securities Exchange Act of 1934 during.the preceding 12 months (or for such shorter period that the Company was 
required to file such reports), and (2) Has been subject to such filing requirements for the past 90 days. Yes El No 
• 
(ndicateiby check mark if disclosure of delinquent filers pursuant to item 405 of Regulation S-K (paragraph 229.405 
of thiichapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive 
proxy or infoi'mation statements incorporated by reference in Part III of this Form 10-K or any amendment to this 
Form rO-K. [HJ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer 
or a smaller reporting company. See definitions of "large accelerated filer." "accelerated filer" and "smaller reporting 
company" in Rule 12b-2 of the Exchange Act (Check one): 

Large accelerated filer E) Smaller reporting 
Accelerated filer D Non-accelerated'filer D company D 

Indicate bycheck mark whether the registrant" is a shell c"6mpany (as defined m Rule 12b-2 of the Acf). Yes D No 
t s i • • • ' • 

The aggregate market value of the Company's outstanding common stock held by non-affiliates of the registrant, 
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coriiputed by reference to the closing pnce as reported ori the New York Stock Exchange, as of the last business day 
Ofthe registrant's most recently completed second fiscal quarter (June 30, 2008) was approximately 59,887,280,215. 

The riuriibjer ofjshares outstanding of the Company's common stock, as of February 20, 2009 was 427,766,394. 

Doeurrients ineOiporated by reference: 

Portions 0̂  the registrant's proxy statement filed within 120 days of the close of the registrant's fiscal year in 
corinectiori with r;fegisti'ant's 2009 annual meeting of shareholders are incorporated by reference into Parts 111 arid IV 
ofthis Form 10-K. 
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PART I. 

ITEML BUSINESS 

GENERAL 

International Paper,Cornpany (the "Company" 
or "International Paper." which may also be 
referred to as "we" or "us") is a global paper 
and packaging company that is complemented 
by an extensive North American merchant 
distribution system, with primary markets and 
manufacturing operations in North America, 
Europe, Latin America, Russia, Asia and North 
Africa. We are a New York- corporation, 
incorporated in 1941 as the successor to the 
New York corporation of the same name 
organized in 1898. Our home page on the 
Internet is www.intei^hational'paper.com. You 
can learn more about us by visiting that site. 

In the United States at December 31, 2008, 
including the Containerboard, Packaging and 
Recycling business (CBPR) acquired in August 
2008 from Weyerhaeuser Company, the 
Company operated 23 pulp, paper and 
packaging mills, 157 converting and packaging 
plants, 19 recycling plants and three bag 
facilities. Production facilities at December 31, 
2008 in Europe, Asia, Latin America and South 
America included eight pulp, paper and 
packaging mills, 53 converting and packaging 
plants, and two recycling plants. We distribute 
printing, packaging, graphic arts, maintenance 
and industrial products principally through over 
237 distribution branches in the United States 
and 35 distribution branches located in 
Canada, Mexico and Asia. At December 31, 
2008, we owned or managed approximately 
200,000 acres of forestlands in the United 
States, approximately 250,000 acres in Brazil 
and had, through licenses and forest 
management agreements, harvesting rights on 
government-owned forestlands in Russia. 
Substantially all of our businesses have 
experienced, and are likely to continue to 
experience, cycles relating to industry capacity 
and general economic conditions. 

For management and financial reporting 
purposes, our businesses are separated into 
six segments: Printing Papers; Industrial 

mergers and acquisitions. These expenditures 
reflect our continuing efforts to improve 
product quality and environmental 
performance, as well as lower costs, maintain 
reliability, of operations and improve 
forestlands. Capitai spending for continuing 
operations in 2008 was approximately $1.0 
biilion and is expected to be approximately 
$700 million in 2009. You can find more 
information about capitai expenditures on page 
33 of Item 7. Management's Discussion and 
Analysis of Financial Condition and Results of 
Operations. 

Discussions of acquisitions can be found on 
pages 33 and 34 of Item 7., Managemenfs 
DiscLission and Analysis of Fihancial Condition 
and Results of Operations. 

You can find discussions of restructuring 
charges and other special items on pages 22 
through 25 of Item 1. Management's 
Discussion-and Analysis of Financial Coridition 
and Results of Operations. 

Throughout this Antiual Repprt on Form 10-K, 
we "incorporate by reference" certain 
information in parts of other documents filed 
with the Securities and Exchange Comtnission 
(SEC). The SEC permits us to disclose 
important information by referring to it in that 
manner. Please refer to such information. Our 
annual reports on Form 10-K, quarterly ieports 
on Form 10-Q and current reports on Form 8-
K, along with all other reports and any 
amendments thereto filed with or furnished to 
the SEC. are publicly available free of charge 
on the Investor Relations section of our 
Internet .Web site at 
www.internationalpaper.com as soon as 
reasonably practicable after we electronically 
file such rnaterial witfi, or furnish it to, the SEC. 
The infomiation contained on or connected to 
our Web site is not incorporated by reference 
into this Fotm 10-K and should not be 
considered part of this or any other report that 
we filed with or furnished to the SEC. 

FINANCIAL INFORMATION CONCERNING 
INDUSTRY SEGMENTS 

The financial informatiori concerning segments 
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Packaging; Consumer Packaging; Distribution; 
Forest Products; and Specialty Businesses 
and Other. A description of these business 
segments can be found on pages 25 through 
27 of Item 7. Managemenfs Discussion and 
Analysis of Financial Condition and Results of 
Operations. The Company's 50% equity 
interest in Ilim Holding S.A. is also a separate 
reportable industry segment. 

From 2004 through 2008, International Paper's 
capital expenditures approximated $5.6 billion, 
excluding 

is set forth on pages 47 and 48 of Item 8. 
1 Financial Statements and Supplementary 

Data. 

FINANCIAL INFORMATION ABOUT 
INTERNATIONAL AND U.S. OPERATIONS 

The financial information concerning 
international and U.S. operations and export 
sales is set forth on page 48 of Item 8. 
Firiancial Statements and Supplementary 
Data. 
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COMPETITION AND COSTS 

Despite the size of the Company's 
manufacturing capacity for paper, packaging 
and pulp products, the markets in all of the 
cited product lines are large and fragmented. 
The major markets, both U.S. and non-U.S., in 
which the Company sells its principal products 
are very competitive. Our products compete 
with similar products produced by other forest 
products companies. We alsb compete, in 
some instances, with companies in other 
industries and against substitutes for wood and 
wood-fiber products. 

Many factors Influence the Company's 
competitive position, including price, cost, 
product quality and services. You can find 
more information about the ihipact of price and 
cost on operating profits on pages 16 through 
32 of Item 7. Managemenfs Discussion and 
Analysis of Financial Condition and Results of 
Operations. You can find information about the 
Company's manufacturing capacities on page 
A-4 of Appendix If 

MARKETING AND DISTRIBUTION 

The Company sells paper, packaging products 
and other produists directly to end users and 
converters, as well as through agents, 
resellers and paper distributors. We own a 
large merchant distribution business that sells 
products made both by International Paper and 
by other companies making paper,, 
paperboard, packaging and graphic arts 
supplies. Sales offices are located throughout 
the United States as"well as internationally. 

DESCRIPTION OF PRINCIPAL PRODUCTS 

The Company's principal products are 
described on pages 26 and 27 of Item 7. 
Managemenfs Discussion and Analysis of 
Financial Condition and Results of Operations. 
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SALES VOLUMES BY PRODUCT 
Sales volumes of major products for 2008. 2007 and 2006 were as followst: 

Sales Volumes by Product (1) (2) 
(UhaudifcsdIJ 

in thousands of short tons , . .2008 2007 2006 
Printing Papers 

U.S. Uncoated Papers 
European and Russian Uncoat |d : i |p | rS : 
Brazilian Uncoated Papers 
Asian Uncoated Papers .:' •" .":.... 
Uncoated Papers 

3,397 
1,461 

853 
27 

3.788 
1.448 

794 
24 

3,973 
1,455 

477 
18 

5.738 6,054 5.923 
Coated Papers (3) 
Market Pulp (4) 

Industrial Packaging 
Corrugated Packaging (5) 
Containerboard (5) 
Recycling (5) 
Saturated Krafl: 
Bleached Kraft 
European Industrial Packaging 
Asian Industrial Packaging 
Industrial Packaging 

- 1,168 
1,604 1,402 1,124 

5,298 
2,305 

966 
170 
82 

1,123 
568 

3,578 
1,776 

167 
73 

1,173 
477 

3,628 
1,816 

150 
82 

1,267 
363 

10,512 7,244 7,306 

Consumer Packaging 
U.S. Coated Paperboard 
European Coated Paperboard 
Asian Coated Paperboard 
Other Consumer Packaging 

1,591 1,602 1.S3S 
:311 320 298 
550 496 77" 
178 164 162 

Consumer Packaging 2,630 2.582 2,075 
(1) Inclucles third-party and intersegment sales. 
(2) Sales volumes for divested-buslnes'ses are inciuded through Ihe date of sale, except for discontinued operations. 
(3) Sold in the third quarter of 2006, International Paper has a 10% continuing mterest in the owning entity. 
(4) Includes internal sales to mills. 
(5) Includes CBPR volumes frbm date of-acquisition in August-2008. 
(6) Includes two months of sales for International Paper & Sun Cartonboard Co., Lfd. in which Intemational Paper 

acquired a 50% interest in the fourth quarter of 2006. 
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RESEARCH AND DEVELOPMENT 

The Company operates its primary research 
and development center in Loveland, Ohio, as 
well as - several product laboratories. 
Additionally, the Company has a 1/3 interest in 
ArborGen, LLC, a joint venture with certain 
other forest products and biotechnology 
companies. We direct research and 
development activities to short-term, long-term 
and technical assistance needs of customers 
and operating divisions, and to process, 
equipment and product innovations. Activities 
include studies on innovation and improvement 
of pulping, bleaching, chemical recovefy, 
papermaking and coating processes; 
packaging design and materials development; 
reduction of environmental, discharges; re-use 
of raw materials in manufacturing processes; 
recycling of consumer and packaging paper 
products; energy conservation; applications of 
computer controls to manufacturing 
operations; innovations and improvement of 
products; and development of various new 
products. Our development efforts specifically 
address product safety as well as the 
minimization of solid waste. The cost to the 
Company of its research and developriient 
operations was $22 rnillion in 2008, $24.million 
in 2007 and $45 million in 2006. 

We own numerous patents, copyrights, 
trademarks and trade secrets relating to bur 
products and to the processes for their 
production. We also license intellectual 
property rights to and from others where 
necessary. Many of the- manufacturing 
processes are among our trade secrets. Some 
of our products are covered by U.S. arid non-
U.S. patents and are sold under well known 
trademarks. We derive a competitive 
advantage by protecting our trade secrets, 
patents, trademarks and other intellectual 
property rights, and by using them as required 
to support our businesses. 

ENVIRONMENTAL PROTECTION 

Information concerning the effects of the 
Company's compliance with federal, state and 
local provisions enacted or adopted relating to 

approximately 16.900 employees. 
Approximately 12,600 ofthe union employees 
are represented by the United Steel Workers 
(USW) under .individual location contracts. 

During. 2008, pursuant to the 2008 Agreement 
with the USW that establishes a new 
framework for bargaining future local labor 
•contracts at 14 of our U.S. pulp, paper and 
packaging mills, labor agreements at the 
Texarkana, Texas, Courtland, Alabama, 
Prattvilie, .Alabama and Pineville, Louisiana 
paper mills were renewed. Additionally, the 
Company announced the shutdown and 
bargained, the effects of the closing of the 
Bastrop, Louisiana mill. During 2009, labor 
agreements are scheduled to expire and 
renew under the terms of the USW Agreement. 
at the Savannah, Georgia, Ticonderoga, New 
York. Pensacola, Florida and Augusta, 
Georgia mill locations. In addition, the labor 
agreement for one Weyerhaeuser mill location, 
Pine Hill, Alabama, is scheduled to be 
negotiated in 2009. it is not covered by the 
agreement with the 14 mills described above. 

The .Company also reached an agreement with 
the USW for 32 International Paper converting 
facilities in 2008. Similar to the 2007 USW 
Agreement for the mill locatibns,,it establishes 
the framework for .bargaining future local 
agreements for those facilities for a four-year 
period. 

Labor agreements were renewed in 2008 at 13 
converting, distribution and consumer 
packaging operatioris, and our one remaining 
wood products location. In addition, labor 
agreements were extended at seven 
converting locations formerly owned by 
Weyerhaeuser; they are not covered by the 
converting agreement described above. 

During 2009, 26 labor agreements are 
scheduled to be negotiated in 23 converting, 
distribution and consumer packaging 
operations. Thirteen of these agreements are 
not covered by the converi:ing agreement 
reached with the USW described above. The 
other 13 that are part of the USW agreement 
will renew automatically if new agreements are 
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environmental protection matters is set forth on 
pages 44 and 45 of Item 7. Managemenfs 
Discussion and Analysis of Financial Condition 
and Results of Operations. 

EMPLOYEES 

As of December 31, 2008, we had 
approxirnately 61,700 employees. 42,700 of 
whom were located in the United States. Of 
the U.S. employees, approximately 27,900 are 
houriy, with unions representing 

not reached, 

EXECUTIVE OFFICERS OF THE 
REGISTRANT 

John V. Faraci, 59. chaimnan and chief 
executive officer since 2003. Mr. Faraci 
previously, served as president during 2003, 
and executive vice president and chief 
financial officer from 2000 to 2003. Mr. Faraci 
joined International Paper in 1974. 
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John N. Balboni, 60, senior vice president and 
chief information officer since 2005. 
Mr. Balboni previously served as vice 
president and chief informatiori officer frorii 
2003 to 2005, and vice president-ebusiness 
from 2000 to 2003. Mr. Balboni joined 
International Paper in 1978. 

Michael J. Balduino, 58, senior vice president-
consumer packaging since 2008. Mr. Balduino 
previously sensed as seriior vice president 
responsible for consumer products converting 
business and president-Shorewood Packaging 
Corp. from 2004 to 2008. Mr. Balduino served 
as senior vice president-sales and marketing 
from 2000 to 2003. Mr.-Balduino joine.d 
International Paper in 1992. 

H. Wayne Brafford, 57, senior vice president-, 
printing and communications papers since. 
2005. Mr. Brafford previously,served as senior 
vice president-industrial packaging from 2003 
to 2005, and as vice president and general 
manager-converting, specialty and pulp frorn 
1999 to 2003. Mr. Brafford joined International 
Paper in 1975. 

Jerome N. Carter, 60, senior vice president-
human resources since 1999. Since 2005, 
Mr. Carter is also responsible for overseeing 
the communications function of the Cbmpany. 
Mr. Cari:er joined International Papeî  in 1980. 
In February 2009, Mr. Carter announced that 
he will retire from the Company effective 
May 1,2009. 

C. Cato Ealy, 52. senior vice president-
corporate development since 2003. Mr. Ealy 
previously served as vice president-corporate 
development from 1996 to 2003. Mr. Ealy is a 
director of Ilim Holding S.A., a Swiss holding 
company in which International Paper holds a 
50% interest, arid of its subsidiary, Ilim Group. 
Mr. Ealy joined Internationai Paper in 1992. 

Tommy S Joseph. 48, senior vice president-
manufacturirig and technology sirice February 
2009. Mr. Joseph previously served-as vice 
president-technology from 2005 to February 
2009. He served as vice president-specialty 
papers busiriess from -2003 to 2005: 
Mr. Joseph joined International Paper in 1983. 

2005, and as vice president-commercial 
printing and imaging papers from 2001 to 
2003. Mr. Kadien joined International Paper in 
1978. 

Mary A. Laschinger, 48, senior vice president 
since 2007 and president-IP Europe, Middle 
East, Africa and Russia since 2005. 
Ms. Laschinger previously served as vice 
president-wood products from 2004 to 2005, 
and as.vice president-pulp from 2001 to 2004. 
Ms. Laschinger is a director of Ilim Holding 
S.A., a Swiss holding company in which 
International Paper holds a 50% interest, and 
of its subsidiary, Ilim Group. Ms. Laschinger 
jbined International Paper in 1992. 

Tim S. Nicholis, 47, senior vice president and 
chief financial officer since December 2007. 
Mr. Nicholls .previously served as vice 
president and' executive project leader of IP 
Europe during 2007. Mr. Nicholls served as 
vice president and chief financial officer-IP 
Europe from 2005 to 2007, and as president of 
the Company's former Canadian pulp and 
wood products business from 2002 to 2005. 
Mr. Nicholls joined International Paper in 1991 

Maximo Pacheco, 56, senior vice president 
since 2005 and president-IP do Brasil since 
2004. Previously, Mr, Pacheco served as 
senior vice president-IP do Brasil from 2003 to 
2004 and as president-IP Latin America from 
2000 to 2003, Mr. Pacheco joined International 
Paper in 1994. 

Carol L. Roberts, 49, senior vice president -
industrial packaging since 2008. Ms. Roberts 
previously served as senior vice president - iP 
packaging solutions from 2005 to 2008. 
Ms. Robertis served as vice president-
container of the Americas from 2000 to 2005. 
Ms. Roberts joined International Paper in 
1981. 

Maura A. Smith, 53, senior vice president, 
gerieral counsel, corporate secretary and 
global government relations. From 1998 to 
2003. she served as senior vice president, 
general counsel and corporate secretary of 
Owens Corning and in addition, from 2000 to 
2003, as chief restructuring officer and a 
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Thomas E. Gestrich, 62, senior vice president 
and president-IP Asia since 2005. Mr. Gestrich 
previously served as senior vice president-
consumer packaging from 2001 to 2005. 
Mr. Gestrich joined Internationai Paper in 
1990. 

Thomas G. Kadien, 52, senior vice president 
and president-xpedx since 2005. Mr. Kadien 
previously served as senior vice president-
Europe from 2003 to 

member of its board of directors. Ms, Smith 
5 joined International Paper in 2003, 

Mark S. Sutton, 47, senior vice president-
supply chain since 2008, Mr, Sutton previously 
served as vice president-supply chain from 
2007 untii 2008, Mr. Sutton served as vice 
president-strategic planning from 2005 to 
2007, and as vice president and general 
manager-European Corrugated Packaging 
Operations from 2002 to 2005, Mr. Sutton 
joined International Paper in 1984. 
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Robert J, Grillef 53, vice president-finance and 
controller since 2003. Mr. Grillet previously 
served as seriior vice presiderit-xpedx frorii 
2000 to 2003. Mr. Grillet joined Internatibnal 
Paper in 1976. 

Terri L. Herrington, 53, vice president-internal 
audit since November 2007. Ms. Herrington 
previously served as director of audit for 
finance and financial control for BP p.l.c. from 
2003 to 2007, and as group development 
leader in internal audit for BP p.l.c. from 200,0, 
to 2003. Ms. Herrington joined International 
Paper in 2007. 

RAW MATERIALS 

Raw materials essential to our businesses 
include wood fiber, purchased in the form of 
pulpwood, wood chips and old corrugated 
containers (OCC), and certain chemicals, 
including caustic soda. starch, and 
polyethylene. Information concerning fiber 
supply purchase agreements that were 
entered into in connection with the Company's 
2006 Transformation Plan is presented' in 
Note 11 Commitments and Contingent 
Liabilities on page 76 of item 8. Financial 
Statements and Supplementary Data. 

FORWARD-LOOKING STATEMENTS 

Certain statements in this Annual. Report on 
Form'10-K, and in particular, statements found 
in Item 7. Managemenfs Discussion and 
Analysis of Financial Condition and Results of 
Operations, that are not historical in nature, 
may constitute fooA^ard-looking statements. 
These statements are often identified by the 
words, "will," "may." "should," "continue." 
"anticipate," "believe." "expect," "plan," 
"appear." "projecf" "estimate," "intend," and 
words of a similar nature. Such statements 
reflect the current views of International Paper 
with respect to future events and are subject to 
risks and uncertainties that could cause actual 
results to differ materially from those 
expressed or implied in these statements. 
Below, we have listed specific risks and 
uncertainties that you should carefully read 
and consider. We undertake no bbligation tb 
publicly update any fonward-looking 

RISKS RELATING TO INDUSTRY 
CONDITIONS 

CHANGES IN THE COST OR AVAILABILITY OF 
RAW IVIATERIALS, ENERGY AND 
TRANSPORTATION COULD AFFECT OUR 
PIROFITABILITY. We rely heavily on certain raw 
materials (principally wood fiber, caustic soda 
and polyethylene), energy sources (principally 
natural gas, coal and fuel oil) and third party 
companies that transport bur goods. Our 
profitability has been, and will continue to be. 
affected by changes in the costs and 
availability of such raw materials, energy 
sources;and,transportation sources. 

THE INDUSTRIES IN WHICH WE OPERATE 
EXPERIENCE BOTH ECONOIMIC CYCLICAirTY 
AND CHANGES IN CONSUMER PREFERENCES. 
FLUCTUATIONS IN THE PRICES OF AND THE 
DEIWAND FOR OUR PRODUCTS COULD 
IVIATERIALLY AFFECT OUR FINANCIAL 
CONDITION, RESULTS OF OPERATIONS AND 
CASH FLOWS. Substantially all of our 
businesses have experienced, and are likely to 
continue to experience, cycles relating to 
industry capacity and general economic 
conditions. The length and magnitude of these 
cycles have varied over time and by product. 
In addition, changes in consumer preferences 
may increase or decrease the demand for our 
fiber-based products and non-fiber substitutes. 
Consequentiy, our operating cash flow is 
sensitive to changes in the pricing and demand 
for our products. 

COMPETITION IN THE UNITED STATES AND 
INTERNATIONALLY COULD NEGATIVELY IMPACT 
OUR FINANCIAL RESULTS. We Operate in a 
cornpetitive environment, both in the United 
States and internationally, in all of our 
operating segments. Pricing , or product 
strategies pursued by competitors couid 
negatively impact our financial results. 

RISKS RELATING TO MARKET AND 
ECONOMIC FACTORS 

CONTINUED ADVERSE DEVELOPMENTS IN 
GENERAL BUSINESS AND ECONOMIC 
CONDITIONS COULD HAVE AN ADVERSE EFFECT 
ON THE DEMAND FOR OUR PRODUCTS AND OUR 
FINANCIAL CONDITION AND RESULTS OF 
OPERATION. General economic conditions may 
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statements," whether as a result of new 
information, future events or otherwise. 

ITEM 1A. RISK FACTORS 

In addition to the risks and uncertainties 
discussed elsewhere in this Annual Report on 
Form 10-K (particularly in Item 7. 
Managemenfs Discussion and Analysis of 
Financial Condition and Results of 
Operations), or in the Company's other filings 
with the Securities and Exchange Commission, 
the following are some important factors that 
couid cause the Company's actual results to 
differ materially from those projected in any 
forward-looking statement. 

adversely affect industrial non-durable goods 
6 production, consumer spending, commercial 

printing and advert:ising activity, white-collar 
employment levels and consumer confidence, 
all of which impact demand for our products. In 
addition, continued volatility in the capital and 
credit markets, which 
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impacts interest rates, currency exchange 
rates and the availability of credit could have a 
material adverse effect on our business, 
financial condition and our results of 
operations, 

CHANGES IN CREDIT I^TINGS ISSUED BY 
NATIONALLY RECOGNIZED STATISTICAL RATING 
ORGANIZATIONS COULD ADVERSELY AFFECT 
OUR COST OF FINANCING AND HAVE AN; 
ADVERSE EFFECT ON THE MARKET PRICE OF 
OUR SECURITIES. Maintaining an investment-
grade credit rating is an important element of 
our financial strategy and a downgrade of our 
Company's ratings below investment grade 
may limit our access to the capital markets, 
have an adverse effect on the market price of 
our securities and increase our cost ,of 
borrowing. In light of current economic 
conditions, the Company's desire to maintain 
its investment grade rating may cause' the 
Company to take certain actions designed to 
improve its cash flow, including sale of assets, 
reduction or suspension of the dividend and 
further reductions in capital expenditures' and 
working capital. Similariy, we are subject tothe 
risk that one of the banks that has issued 
irrevocable letters of credit supporting the 
installment notes issued in connection with 
sales of our forestlands is downgraded below a 
required rating. If this were to happen, it may 
increase the cost to the Company of securing 
a replacement letter-of-credit bank or could 
result in an acceleration of deferred taxes if a 
replacement bank cannot be obtained. 

THE IMPAIRMENT OF FINANCIAL INSTITUTIONS 
MAY ADVERSELY AFFECT US. W e have 
exposure to counterparties with which we 
execute transactions, including U.S. and 
foreign commercial banks, insurance 
companies, investment banks., investment 
funds and other financial institutions, some of 
which may be exposed to ratings downgrade, 
bankruptcy, liquidity, default or similar nsks, 
especially in connection with recent firiancial 
market turmoil. A ratings downgrade, 
bankruptcy, receivership, default or similar 
event involving a counterparty may adversely 
affect our access to capital, liquidity position, 
future business and results of operations. 

made up of equity and fixed income 
investments. Fluctuations in actual equity 
market returns as wel! as changes in general 
interest' rates may result in increased pension 
costs in future periods. Likewise, changes in 
assumptions regarding current discount rates 
and expected rates of return on plan assets 
could also increase pension arid health care 
costs. Significant changes in ariy of these 
factors may adversely impact our cash flows, 
financial condition's and results of operations. 

OUR PENSION PLANS ARE CURRENTLY 
UNDERFUNDED, AND OVER TiME. WE WILL BE 
REQUIIRED TO MAKE CASH PAYMENTS TO THE 
PLANS, REDUCING THE CASH AVAILABLE FOR 
OUR BUSINESS. We record a liability associated 
with our pension plans equal to the excess of 
the benefit obligation over the fair value of plan 
assets. The benefit liability recorded under the 
provisions of Statement of Financial 
Accounting Standards No. 158, "Employers' 
Accounting for Defined Benefit Pension and 
Other Postretirement Plans," at December 31, 
2008 was $3.2 billion. Although we expect to 
have no obligation to fund our plans in 2009, 
over the next several years we may make 
contributions to the plans that could be 
material. The amount of such contributions will 
be dependent upon a number of factors, 
principally the actual earnings and changes in 
values of plan'assets, changes in interest rates 
and the impact of possible funding relief 
legislation currently under consideration in the 
U.S. Congress. 

CHANGES IN INTERNATIONAL CONDITIONS 
COULD ADVERSELY AFFECT OUR BUSINESS 
AND RESULTS OF OPEFtATiONS. Our operating 
results- and business prospects could be 
subsfaritialiy affected by .risks related to the 
countries outside the United States in which 
we have manufacturing facilities or sell our 
products. Specifically, Brazil. Russia, Poland 
and China, where we have substantial 
manufacturing facilities, are countries that are 
exposed to economic and political instability in 
their respective regions of the worid. 
Downturns in economic activity, adverse tax 
consequences, fluctuations in the value of 
local currency versus the U.S. dollar. 

http://www.scc.gOv/Archivcs/edgar/data/51434/00011-9312509038657/dl Ok.htm 2/18/2010 

http://www.scc.gOv/Archivcs/edgar/data/51434/00011-9312509038657/dl


For the fiscal year ended December 31, 2008 Page 17 of 213 

OUR PENSION AND HEALTH CARE COSTS ARE 
SUBJECT TO NUMEROUS FACTORS WHICH 
COULD CAUSE THESE COSTS TO CHANGE. We 
have defined benefit pension plans covering 
substantially all salaried U.S. employees hired 
prior to July 1, 2004 and substantially all hourly 
and union employees regardless of hire date.. 
We provide retiree health care benefits tb 
certain of our U.S. salaried and certain hourly 
employees. Our pension costs are deperident 
upon numerous factors resulting from actual 
plan experience and assumptions of future 
experience. Pension plan assets are primarily 

nationalization or any change in social, political 
7 or labor conditions in any of these countries or 

regions could negatively affect our financial 
results. 

THE AMOUNT OF OUR DEBT OBLIGATIONS 
COULD ADVERSELY AFFECT OUR BUSINESS. 
OUR ABILITY TO REFINANCE OR REPAY OUR 

• DEBT IS DEPENDENT UPON OUR ABILITY TO 
GENERATE CASH FROM OPERATIONS AND 
CONDITIONS IN THE CREDIT MARKETS AND THE 
AVAILABILITY OF CREDIT GENERALLY. As of 
December 31, 2008. we had $1 6 billion of 
debt that had to be repaid or refinanced before 
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December 31, 2009, iricluding $362 million of 
notes that matured in January 2009 and were 
repaid with cash on hand, and a €500,million 
(approximately $696 million) term loan due 
August 31. 2009 that we are currently 
negotiating to refinance. We have 
approximately $1.3 billion and $600 miilion in 
debt that matures in 2010 and 2011. 
respectively. We may be required to dedicate a 
substantial portion of our cash flow from 
operations to payments on our indebtedness. If 
we use a substantial portion of our cash flow to 
repay indebtedness, our flexibility in planning 
for and reacting to changes in our business, 
and the industries in which we operate may be 
limited. This may place us at a competitive 
disadvantage compared to our competitors' 
with less debt Similariy, if we are unable to 
generate sufficient cash from operations to 
repay our debt, or are unable to refinance our 
debt because credit market conditions remain 
volatile, this may have an adverse impact on 
our cost of borrowing, liquidity, financial 
condition and results of operations. 

RISKS R E L A T I N G TO L E G A L 

PROCEEDINGS AND COMPLIANCE COSTS 

UNANTICIPATED EXPENDITURES RELATED TO 
THE COST OF COMPLIANCE WITH 
ENVIRONMENTAL, HEALTH AND SAFETY LAWS 
AND REQUIREMENTS COULD ADVERSELY 
AFFECT OUR BUSINESS AND RESULTS OF 
OPERATIONS. Our operations are subject to 
U.S. and non-U.S. laws and regulations 
relating to theenvironmenf health and safety. 
There can be no assurance that compliance 
with existing and new laws and requirements, 
including with global.climate change laws and 
regulations, will not require .significant 
expenditures, or that existing reserves for 
specific matters will be adequate to cover 
future unanticipated costs. 

RESULTS OF LEGAL PROCEEDINGS COULD 
HAVE A MATERIAL ADVERSE EFFECT ON OUR 
CONSOLIDATED FINANCIAL STATEMENTS. The 
costs and other effects of pending litig.ation 
against us cannot be determined with 
certainty. Although we believe that the 
outcome of any pending or threatened lawsuits 
or claims, or all of them combined, will not 

rules ahd regulations and take measures to 
minimize the risks of disruption at our facilities. 
A material disruption at one of our 
manufacturing facilities couid prevent us from 
meeting customer demand, reduce our sales 
and/or negatively impact our financial results. 
Any of our manufacturing facilities, or any of 
our machines within an othenvise operational 
faciiity, could cease operations unexpectedly 
due to a number of events, including: 

• unscheduled maintenance outages; 

• prolonged power failures; 

• an equipment failure; 

• a chemical spill or release; ; 

• explosion of a boiler; 

•the effect of a drought or rediiibed':rainfall On 
its water supply; 

• labor difficulties; 

•disruptions in the transpbrtatibn 
infrastructure, including /roidSv. ibridsesv 
railroad tracks and tunnels; 

• fires, floods, eartihquakes, huifibanes:0r:0the:r 
catastrophes; 

• terrorism or threats of terrorilrn;, 

• doniestic and international laws arid 
regulations applicable to our- COriip,ahy arid 
our business partners, including joirit venture 
partriers, around the worid; and 

• other operational problems. 

Any such downtime or facility damage could 
prevent us from meeting customer demarid for 
our products and/or require us to make 
unplanned capital expenditures. If one of these 
machirjes or facilities were to incur significant 
downtime,'our ability to meet our productibn 
targets' and satisfy customer requirements 
could be impaired, resulting in lower sales and 
having a negative effect on our financial 
results. 

SEVERAL OF OUR OPERATIONS ARE 
CONDUCTED BY JOINT VENTUIRES THAT WE 
CANNOT OPERATE SOLELY FOR OUR BENEFIT. 
Several -of our operations, particulariy in 
emerging markets, are carried on by joint 
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have a material adverse etfect on our ventures such as the Ilim Group in Russia. In 
consolidated finaocial statements, therexan be 8 joint ventures we share ownership and 
no assurance that the outcome of any lawsuit management of a company with one or more 
or claim will be as expected. parties who may or may not have the same 
m<iKCi RFI u r m r x n n i IR nPFRATioMq 9°^'^' strategies, priorities or resources as we 
RISKS RELATING TO OUR OPERATIONS ^^ ,^ general, joint ventures are intended to 
MATERIAL DISRUPTIONS AT ONE OF OUR be operated for the benefit of ail co-owners, 
MANUFACTURING FACILITIES COULD rather than for our exclusive benefit. Operating 
NEGATIVELY IMPACT OUR FINANCIAL RESULTS. a business as a joint 
We operate our facilities in compliance with 
applicable 
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venture often requires additional organizational 
formalities as well as time-consuming 
procedures for sharing information and making 
decisions. In joint ventures, we are required to 
pay more attention to our relationship with our 
co-owners as well ,as with the joint venture, 
and if a co-owner changes, our relationship 
may be adversely affected. In addition, the 
benefits from a successful joint venture are 
shared among the co-owners, so that we do 
not receive all the benefits from our successful 
jbirit ventures. 

ITEM IB . UNRESOLVED STAFF 
COMMENTS 

None;: 

ITEM 2. PROPERTIES 

FORESTLANDS 

As of December 31, 2008, the Company 
owned or managed approximately 200,000 
acres of forestlands in the United States, 
approximately 250,000 acres in Brazil, and 
had, through licenses and forest management 
agreements, harvesting rights on government-
owned forestlands in Russia. All owned lands 
are independently third-party certified for 
sustainable forestry (under operating 
standards of the Sustainable Forestry Initiative 
(SFPM) in the United States and ISO 14001 
and CERFLOR in Brazil), During 2006, in 
conjunction with the Company's 2006 
Transformation Plan, approxiriiately 5.6 miilion 
acres of forestlands in the United States were 
sold under various agreements, principally in 
October and November, for proceeds totaling 
approximately $6.6 billion of cash and notes. A 
further discussion of these sales transactions 
can be found on page 23 of Item 7. 
Managemenfs Discussion and Analysis of 
Financial Condition and Results of Operations, 
and on pages 69 and 70 of Item 8. Financial 
Statements and Supplementary Data, Our 
remaining forestlands are being marketed to 
optimize the economic value to our 
shareholders. Most of these forestlands 
consist of properties that are likely to be sold to 
investors and other buyers for various uses or 
held for real estate development. 

MILLS AND PLANTS 

A listing of our production facilities, the vast 
majority of which we own, can be found in 
AppendiX'l hereto, which is incorporated herein 
by reference. 

The Company's facilities are in good operating 
condition and are suited for the purposes for 
which they are presently being used. We 
continue to study the economics of 
modernization or adopting other alternatives 
for higher cost facilities. 

CAPITAL INVESTMENTS AND 
DISPOSITIONS 

Given the-size, scope and complexity of our 
business interests, we continually exahiine and 
evaluate a wide variety of business 
opportunities and planning alternatives, 
including possible acquisitions and sales or 
other dispositions of properties. You can find a 
discussion about the level of planned capital 
investments for 2009 on page 33, and 
dispositions and restructuring activities as of 
December 31. 2008, on pages 22 through 25 
of Item 7. Managemenfs Discussion and 
Analysis of Financial Condition and Results of 
Operations, and on pages 65 through 71 of 
Item 8. Financial Statements and 
Supplementary Data, 

ITEM 3. LEGAL PROCEEDINGS 

Information concerning the Company's legal 
proceedings is set forth on pages 44 and 45 of 
Item 7. Managemenfs Discussion and 
Analysis of Financial Condition and Results of 
Operations, and on pages 76 through 79 of 
Item 8. Financial Statements and 
Supplementary Data, 

ITEM 4. SUBMISSION OF MATTERS TO A 
VOTE OF SECURITY HOLDERS 

No matters were submitted to a vote of 
security holders during the fourth quarter of the 
fiscal year ended December 31, 2008, 
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PART II. 

ITEM 5. MARKET FOR REGISTRANT'S 
COMMON EQUITY, RELATED 
STOCKHOLDER MATTERS AND ISSUER 
PURCHASES OF EQUITY SECURITIES 

Dividend per share data on the Company's 
common stock and the high and low sales 
prices for the Company's common stock for 
each of the four quarters in 2008 and 2007 are 
set forth on page 94 of Item 8. Financial 
Statements and Supplementary 

Data. As of the filing of this Annual Repori: on 
10-K, the Company's common shares are 
traded on the New York stock exchange. 
International Paper options are traded on the 
Chicago Board of Options Exchange. As of 
February 20, 2009, there were approximately 
21,535 record holders of common stock of the 
Company. 

The table below presents informatibn 
regarding the Company's purchase of its 
equity securities for the time periods 
presented. 

PURCHASES OF EQUITY SECURITIES BY THE ISSUER ANDAFFILIATED PURCHASERS. 

Maximum Number 
(or Approximate 
DblJar Value) c>f 

Shiairesi thai May 
Yet Be Purchased 

Under the Plans or 

Total Number 
bf Shares 

Purchased 
Average Price 

Paid per 
Period 
January 1, 2008 - January 31. 

2008 
February 1, 2008 - February 29, 

2008 
April 1, 2008 - April 30, 2008 
November 1. 2008 -

November 30. 2008 
Total 

.. m 
838 $ 

1,458.246 
237 

3,000 
1.462,321 

Share 

31.02 

31.86 
27.20 

17.26 

Programs 

;N/A 

N/A 
-: , Wfii 

N/A 

(a) Shares acquired frorn empioyê ^̂  withholdings to pay income taxes under the Company's restricted 
stock programs. 

No activity occurred iri months ribt:pirisented:.abbve. 

10̂  
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PERFORMANCE GRAPH 

The performance graph shall not be deemed to 
be "soliciting material" or to be "filed" with the 
Commission or subject fo Regulation 14A or 
14C, or to the liabilities of Section 18 of the, 
Exchange Act of 1934, as amended. 

The following graph compares a $100 
investment in Company stock on 
December 31. 2003 with a $100 investment in 
each of our ROI Peer Group and the S&P 500 
also made on December 31, 2003. The graph 
portrays total return. 2003-2008. assuming 
reinvestment of dividends. 

*lsiwtu cm.ilwlnvtntiwe'^ti*! f-V.̂ iiCi-i 

(1) The companies included in the ROI Peer Group ans Bowater Inc., Domtar Inc., MeadW/estvafco C6/p., W-rSeal 
Corp., Packaging Coiporation of America. Sappi Limited, Smurfit-Stone Conta/ner Co/p., •StoraEfJSO'Spi/p.rt/if̂ M 
Corporation and Weyerhaeuser Co. 

11 
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ITEM 6. SELECTED FINANCIAL DATA 

FIVE-YEAR FINANCIAL SUMMARY (a) 

Dollar amounts in millions, except 
per share amounls and stock 

prices 2008 • .;-.-:20oi::.....- ...2001::/; .,.. 2O:Q5;..;..•„.; ..2004;-
RESULTS OF 

OPERATIONS 
Net sales 
Costs and expenses. 

excluding interest 
Earnings (loss).from' 

continuing operations 
before income taxes. 
equity earnings and 
minority interest 

Equity earnings, net of taxes 
Minority interest expense, 

net of taxes 
Discontinued operations 
Net earnings (loss) 
Earnings (loss) applicable to 

common shares 
FINANCIAL POSITION 
Working capital 
Plants, properties and 

equipment net 
Forestlands 
Total assets 
Notes payable and current 

rnaturities Of lorig-term 
debt 

Long-term debt 
Common shareholders' 

equity 
BASIC PER SHARE OF 

COMMON STOCK 
Earnings (loss) from 

continuing bperations 
Discontinued operations 
Net earnings,(loss) 
DILUTED PER SHARE OF 

COMMON STOCK 
Earnings (loss) from 

continuing operations 
Discontinued operations 
Net earnings (loss) 
Cash dividends 
Common shareholders' 

equity 

$24,829 

25 ,490 

(I.ISS)*"* 
49 

3 
(13)<'' 

(1,282)<''-^' 

{1,282)"'-^* 

$ 2,605 

14 ,202 
594 

26 ,913 

828 
11 ,246 

4,169 

$ (3.02) 
(0.03) 
(3.05) 

$ (3.02) 
(0.03) 
(3.05) 
1.00 

9.75 

;||i;;i9|<>;-,;.. 

1;9i93^-:' ; 

• • ' • 

1,654<*' 

-

24 
(47)<'> 

1.168(^-9' 

1je8(e-a) 

$ 2,893 

10.141 
770 

24.159 

267 
6.353 

.8,672 

$ 2.83 
(0.11) 
2.72 

$ 2.81 
(0.11) 
2.70 
1.00 

20.40 

,'$i2f.§95: 

,' fliiii^ 

3,188"" 
-

17 
(232)® 

1 .oso*'-"^ 

1,050*'' '̂  

.$ 3.996 

8,993 
259 

24,034 

692 
6.531 

7.963 

$ 2'.'69 
(0.48) 
2.21 

$ 2,65 
(0,47) 
2,18 
1,00 

17.56 

$21,700 

20.819 

m^̂ ', 
, r -

9 
416^' 

1,1 ooo-" 

1,100'"> 

$ 6.804 

9,073 
2.127 

28 .771 

1,178 
11 .019 

8.351 

" ' - { • 

t f.4i;-
085 

.. .:.2::,^6; .... 

S 1.40 
0 81 
2.21 
100 

17.03 

$20,721.: 

19.633^ 

00^-
,-, 

24 

m0f̂  
|35 !̂mw) 

;; |;35:)''"'°' 

I ' if505 

9;402 
2;099 

34.217 

209 
13 ,626 

8,254 

' 1̂  MQ: 
( 0 : 5 6 1 

.: • -MmL 

.$ 0;49 
(0v§6) 
tO:07) 

f m 

^•w& 
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COMMON STOCK PRiGJES 
High $ 33.77 
Low 10.20 
Year-end 11.80 
FINANCIAL RATIOS 
Current ratio 
Total debt to capital ratio 
Return on equity 
Return on investment frOm 

continuing operations 
CAPITAL EXPENDITURES 
NUMBER OF EMPLOYEES 

1.5 
0.73 

(4.0)f''-̂ > 
$ 1,002 
61 ,700 

$ 41.57 
31.05 
32.38 

1.7 
0.43 
•l4;8(e-9) 

7 2'^'^' 
$ 1,292 

51;500, 

$ 37.98 
30.69 
34.10 

1.9 
0.47 
-14 6(h-.) 

$ 1,073 
60,600 

$ 42.59 
26.97 
33.61 

2.4 
0,59 
13,2"-" 

5,2«-" 
$ 1,095 
68 .700 

Page::2Sof;2l-3 

$ 45,01 
37,12 
42.00 

2.3 
0.62 
(0.4)(nn-o) 

.3 I*"""""' 
$ 1.119 ; 
79,400 . : 

It' 
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ITEM 6.SELECTED FINANCIAL DATA 

FINANCIAL GLOSSARY 

Current ra t io -
current assets;idivided fiy-bOri^t. Iia|ilitie^, 

Total debt to capital ratio— 
long-term debt plus notes payable and 
current maturities of long-term debt divided 
by long-term debt, notes payable and current 
maturities of long-term debt, minority interest 
and total common shareholders' equity. 

Return on equity-
net earnings divided by average common 
shareholders' equity (computed monthly). 

Return on investment— 
the after-tax amount of earnings from 
continuing operations before interest and 
minority interest divided by the average of 
total assets minus accounts payable and 
accrued liabilities (computed monthly). 

FOOTNOTES TO FIVE-YEAR FINANCIAL 
SUMIMARY 

(a)AII periods presented have been restated to 
reflect the Carter Holt Harvey Limited, 
Weldwood of Canada Limited, Kraft Papers. 
Brazilian Coated Papers, Beverage 
Packaging, and Wood Products businesses 
as discontinued operations. 

2008: 

(b)lncludes restructuring and other charges of 
$370 million before taxes ($227 million after 
taxes), including a pre-tax charge of $123 
million ($75 miliion after taxes) for shutdown 
costs for the Louisiana mili, a pre-tax charge 
of $30 million ($18, million after taxes) for 
the shutdown of a paper machine at the 
Franklin mill, a charge of $53 million before 
taxes ($32 million after taxes) for severance 
and related costs associated with the 
Company's 2008 overhead cost reduction 
initiative, a charge of $75 million before 
taxes ($47 million after taxes) for 
adjustments to legal reserves, a pre-tax 
charge of $30 million ($19 miilion after 
taxes) for costs associated with the 
reorganization of the Company's 

the CBPR acquisition, a charge of $8 million 
before taxes ($5 million after taxes) for 
closure costs associated with the Ace 
Packaging business, and a.pre-tax gain of $2 
million ($2 iTiillion after taxes) for adjustments 
to previously recorded reserves and other 
charges associated with the Company's 2006 
Transformation Plan. Also included are a 
charge of $1.8 billion (before and after taxes) 
for the impairment of goodwill in the 
Company's U.S. Printing Papers and U.S, 
and European Coated Paperboard 
businesses, "a pre-tax charge of $107 million 
($84 million after taxes) to write down the 
assets of the Inverurie. Scotland mill to 
estimated fair value, a pre-tax gain of $6 
million ($4 million after taxes) for adjustments 
to estimated transaction costs accrued in 
connection with the 2006 Transformation 
Plan forestland sales, a $39 million charge 
before taxes ($24 million after taxes) relating 
to the write-up of inventory to fair value in 
connection with the CBPR acquisition and a 
$45 million'charge before taxes ($28 million 
after taxes) for iritegration costs associated 
with the CBPR acquisition. 

(c) Includes a pre-tax charge of $25 million 
($16:million after taxes) for ttie settlement of 
a post-closing- adjustment on the sale of the 
beverage packaging business, pre-tax gains 
of $9 million ($5 million after taxes) for 
adjustments to reserves associated with the 
sale of discontinued businesses, and the 
operating results of certain wood products 
facilities. 

(d)lncludes a $40 million tax benefit related to 
the restructuring of the Company's 
international operations. 

2007: 

(e)Includes restructuring and other charges of 
$95 million before taxes ($59 million after 
taxes), including a $30 million charge before 
taxes ($19 million after taxes) for 
organizational restructuring and other 
charges principally associated with the 
Company's 2006 Transformation Plan, a 
charge of $60 million befbre taxes ($38 
millipn after taxes) of accelerated 
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Shorewood operations, a pre-tax charge of 
$53 million ($33 million after taxes) to write 
off deferred supply chairi initiative 
development costs for U.S. container 
operations that will not be implemented due 
to 

13 

depreciation charges, a $10-miilion charge 
before taxes ($6 million after taxes) for 
environmental costs associated with a mill 
closure, and a pre-tax gain of $5 million (S4 
million after taxes) for other items. Also 
included are a $9 million pre-tax gain ($5 
million after taxes) to reduce estimated 
trans-
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action costs accrued in connection with the 
2006 sale of U.S. forestlands included in the 
Company's 2006 Transformation Plan; and a 
$327 million gain before taxes ($267 million 
after taxes) for net gains on sales and 
impairments of businesses including a pre
tax gain of $113 million ($102 million after 
taxes) on the sale of the Arizona Che.mical 
business, a gain of $205 million before taxes 
($159 miilion after taxes) related to the asset 
exchange for the Luiz Antonio mill in Brazil, 
and a pre-tax gain of $9 million ($6 million 
after taxes) for other items. 

(f)Includes a pre-tax gain of $20 million ($8 
million after taxes) relating to the sale of the 
Wood Products business, a pre-tax loss of 
$30 million ($48 million after taxes) for 
adjustments to the loss on the sale of the 
Beverage Packaging business, a pre-tax 
gain of $6 million ($4 million after taxes), for 
adjustments to the loss on the sale of the 
Kraft Papers business, and a net $6 million 
pre-tax credit ($4 million after taxes) for 
payments receiyed relating to the 
Company's Weldwood of Canada Limited 
business, and the year-to-date operating 
results of the Beverage Packaging and 
Wood Products businesses. 

(g)Includes a $41 million tax benefit relating to 
the effective settlenient of certain income 
tax audit issues, 

2006: 
(h) Includes restructuring and other charges of 

$300 miilion before taxes ($184, million after 
taxes), including a $157 million charge 
before taxes ($95 million after taxes) for 
organizational restructtjring and other 
charges principally associated with the 
Company's 2006 Transformation Plan, a 
charge of $165 million before taxes ($102 
million after taxes) for losses on eariy debt 
extinguishment, a $97 million charge before 
taxes ($60 million after taxes) for legal 
reserves, a $115 million gain before taxes 
($70 million after taxes) for payments 
received relating to the Company's 
part:icipation in the U.S. Coalition for Fair 
Lumber Imports, and a credit of $4 million 

Shorewood businesses; a $1.5 billion pre-tax 
charge ($1.4 billion after taxes) for net losses 
on sales and impairments of businesses 
including $1.4 billion before taxes ($1 3 billion 
after taxes) for the U.S. Coated and 
Supercalendered Papers business. $52 
million before taxes ($37 million after taxes) 
fqr certain assets in'Brazil, and $128 million 
before taxes ($84 million after taxes) for the 
Coriipahy's Saillat mill in France to reduce 
the carrying value of riet assets to their 
estimated fair value; the recognition of a 
previously deferred $110 milliori gain before 
taxes ($68 millibn after taxes) related to a 
2004 sale of forestlands in Maine; and a pre
tax charge'of $21 million (zero after taxes) for 
other smaller items. 

(i)lncludes a gain of $100 miilion before taxes 
($79 million after taxes) from the sale of the 
Brazilian Coated Papers business, and pre
tax charges of $116 million ($72 million after 
taxes) for the Kraft Papers business, $269 
million ($234 million after taxes) for the 
yVood Products business and $121 million 
($90 million after taxes) for the Beverage 
Packaging business to reduce the carrying 
value of these businesses to theirestimated 
fair value, and the 2006 operating results of 
the Kraft Paper. Brazilian Coated Papers, 
Wood Products and Beverage Packaging 
businesses. 

2005: 

(j)lncludes restructuring and other charges of 
$340 million before taxes ($213 million after 
taxes), includirig a $256 million charge 
before taxes ($162 miilion after taxes) for 
organizational restructuring and other 
charges principally associated with the 
Company's 2006 Transformation Plan, a $57 
million charge before taxes'($35 million after 
taxes) for eariy extinguishment of debt, and 
a $27 million charge before taxes ($16 
million after taxes) for legal reserves. Also 
included are a $258 million pre-tax credit 
($151 million after taxes) for net insurance 
recoveries related to the hardboard siding 
and roofing litigation, a $4 million credit 
before taxes ($3 million after taxes) for the 
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before taxes ($3 million after taxes) for other 
items. Also included are a $4.8 billion gain 
before taxes ($2.9 billion after taxes) from 
sales of U.S. forestlands included in the 
Company's 2006 Transformation Plan; a 
charge of $759 miilion before and after 
taxes for the impairment of goodwill in the 
Coated Paperboard and 

14 

nef reversal of restructuririg reserves no 
longer required, a pre-tax charge of $111 
million ($73 million after taxes) for net losses 
on sales and impairments of businesses sold 
or held for sale, and interest income of $54 
million before taxes ($33 million after taxes), 
inclijicling $43 million before taxes ($26 
miliion after taxes) related to a settlement 
with the U.S. 
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Internal Revenue Service concerning the 
1997 through 2000 U.S. federal income tax 
audit, and $11 million before taxes ($7 million 
after taxes) related to the collection of a note 
receivable from the 2001 sale of a business. 

(k) Includes a gain of $29 million before taxes 
($361 million after taxes and minority 
interest) from the 2005 sale of Carter Holt 
Harvey Limited, as well as. the 2005 
operating results of the Carter Holt Harvey 
Limited, Kraft Papers, Brazilian Coated 
Papers. Wood Products and Beverage 
Packaging businesses. 

(I)lncludes a $454 million reduction in the 
income tax provision, including a reduction of 
$627 million from a settlenient reached with 
the US, Internal Revenue Service 
concerning' the 1997 through 2000 U;s. 
federal income tax audit, a charge of $142 
riiillibri for deferred taxes related'to earnings 
repatriations under the American Jobs 
Creation Act of 2004. and $31 million of 
other tax charges. 

2004: 

(m)lncludes restructuring and other charges of 
$164 million before taxes ($102 miliion after 
taxes), including a $62 million charge 
before taxes ($39 millioni after taxes) for 
organiza

tional restructuring programs, a $92 million 
charge before taxes ($57 million after taxes) 
for early debt extinguishment costs, and a 
$10 million charge before taxes ($6 million 
after- taxes) for legal settlements. Also 
included are pre-tax credits of $123 million 
($76 million after taxes) for net insurance 
recoveries related to the hardboard siding 
and roofing litigation, a $35 million credit 
befbre taxes ($21 million after taxes) for the 
net reversal of restructuring reserves no 
longer required, and a pre-tax charge of $139 
riiillibn ($125 million after taxes) for net 
losses on sales and impairments of 
businesses sold or held for sale, 

(n)lncludes a gain of $268 million before taxes 
and minority interest ($90 million after taxes 
and jTiinority interest) from the 2004 sale of 
the Carter Holf Harvey Tissue business, and 
a pre-tax charge of $323 million ($711 
rriilliiDh after taxes) from the 2004 sale of 
Weldwood of Canada Limited, and the 2004 
operating results of the Carter Hoit Harvey 
Limited, Weldwood of Canada Limited, Kraft 
Papers, Brazilian Coated Papers, Wood 
Products and Beverage Packaging 
businesses, 

(o)lncludes a $32 million net increase in the 
income tax provision reflecting an 
adjustment of deferred tax balances. 

^l i i ' 
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ITEM 7. MANAGEMENTS DISCUSSION 
AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 

EXECUTIVE SUMMARY 

International Paper's operating results in 2008 
reflected two distinct economic periods. During 
the first three quarters, business conditions 
were soft but steady. Sales volumes for 
containerboard and boxes were solid, and 
paper and market pulp volumes, while below 
prior-year levels, vyere steady. Average price 
realizations increased for key products, and 
market downtime was minimal. While key input 
costs for raw materials and energy and freight 
costs increased significantly over the nine-
month period, we were able to offset these 
effects with selling price increases, solid 
manufacturirig operations and continued cost 
reduction efforts, 

Beginnirig with the erid of the third quarter. 
U.S. economic activity contracted significantly 
resulting in dramatic declines in demand for 
uncoated freesheet. products, corrugated 
boxes and market pulp. Global pulp prices 
began declining significantly, and paper and 
containerboard pricing leveled out as they 
reached a 2008 peak. With the significant, drop 
in demand, and International Paper's 
commitment to balance production with 
customer needs, we took about one million 
tons of lack-of-order downtime during the 
fourth quarter. Fortunately, input costs, also 
peaked and began to decline. 

Despite these severe, unfavorable fourth-
quarter business conditions, the Company 
posted a 13% increase in net sales in 2008 to 
$24.8 biilion, and generated a record $2,7 
billion of cash frbm contiriuing operations. 

As we begin 2009, we expect that operating 
profits for the first quarter will be less than in 
the fourth quarter of 2008, with the size, of the 
decline dependent upon the ambunt of 
downtime taken to match production with 
customer demand, and upon changes in 
pricing and input costs. Sales volumes for our 
paper and packaging businesses are expected 
to be similar to fourth-quarter levels. We 

ings from our Ilim joint venture are expected to 
be below fourth-quarter totals. 

Results of Operations 

Industry segment operating profits are used by 
International Paper's management to measure 
the earnings performance of its businesses. 
Management believes that this measure allows 
a better understanding of trends in costs, 
operating efficiencies, prices and volumes. 
Industry segment operating profits are defined 
as earnings before taxes, equity earnings and 
minority' interest, interest expense, corporate 
items and corporate special items. Industry 
segmerit .operating profits are .defined by the 
Securities and Exchange Commission as a 
non-GAAP financial measure, and are not 
GAAP alternatives to net income or any other 
operating measure prescribed by accounting 
principles generally accepted in the United 
States, 

International Paper operates in six segments' 
Printing Papers, Industrial Packaging. 
Consumer Packaging, Distribution, Forest 
Products, and Specialty Businesses and 
Other. 

The following table shows the components of 
net earriirigs (loss) for each of the last three 
years: 

In millions 
Industry, segment 

operating profits 
Corporate items, net 
Corporate special 

items* 
Interest expense, net 
Minority interest 
Income tax provision 
Equity eamings 
Discontinued 

operations 
Net earnings (loss) 

2008 

$ 1,393 
(103) 

(1,949) 
(492) 

(5) 
(162) 

49 

(13) 
$(1,282) 

2007 

$1,897 
(206) 

241 
(297) 

(5) 
(415) 

-

(47) 
S1,168 

2006 

$ 1.604 
(276) 

2,373 
(521) 

(9) 
(1.889) 

-

(232) 
S 1,050 

'-Corporate sp^ecial items include gains on 2006 
Transformation Plan forestland sales, restivctunhg 
and other charges, nel losses (gains) on sales and 
impairments of businesses, goodwill impairment 
charges, insurance recoveries and reversals ot 
reserves no longer required. 

Industry segment operating profits of $1.4 
billibn were $504 million lower in 2008 than in 
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expect average sales price realizations for 
uncoated paper and containerboard to be 
under some pressure, while U.S. coated 
paperboard prices are expected to increase. 
Input costs for wood and energy, and 
transportiation costs, should continue to 
decline, although energy costs in Europe and 
Brazil are expected to increase. Planned mill 
maintenance outages will be higher in the. 
United States, but should remain about flat in 
Europe and Brazil. Earn-

2007 as the impacts of higher energy and raw 
material costs ($721 million), higher 
distribution costs ($135 million), lower sates 
volumes ($85 million), lower earnings from 
land and mineral rights sales ($59 million), and 
other items ($67 million) offset benefits from 
higher average prices ($570 million), and the 
net impact of cost reduction initiatives, 
improved operating performance and a more 
favorable product mix ($365 million). 
Additionally, charges totaling 

16 
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$382 million were recorded in 2008 industry 
segment operating profits for facility closures, 
impairments and reorganization costs, and 
charges related to the integration of the 
Weyerhaeuser Containerboard. Packaging and 
Recycling (CBPR) business acquired in the 
2008 third quarter 

Jl*, i .) i t ' . ,f,f\ i ' , 

B 

.if ' 

The principal changes in 2008 operating profit 
by segment were as follows: 

• Printing Papers' profits of $474 million were 
$365 million lower as the benefits of higher 
average sales price realizations, a more 
favorable mix of products sold and improved 
manufacturing operating costs were more 
than offset by higher raw material and energy 
costs, higher freight costs, lower sales 
volumes and increased lack-of-order 
downtime. Additionally. 2008 re.sults inclijded 
a $123 million charge for costs associated 
with the permanent shutdown of the 
Louisiana mill, a $107 million charge to 
reduce the carrying value of the assets of the 
Inverurie. Scotiand mill to their estimated fair 
value, and a charge of $30 million for costs 
associated with the shutdown of a paper 
machine at the Franklin mill. 

• Industrial Packaging's profits-of $390 niillion 
were up $16 million as the impacts of higher 
average sales price realizations, increased 
sales volumes (including sales from the 
CBPR acquisition) nbt of increased lack-bf 
order downtime, a more favorable mix of 
products sold, favorable operating costs, and 
lower costs associated with the conversion of 
the paper machine at the Pensacola rnill to 
lightweight linerboard production were offset 
by higher raw material and freight costs, 
costs associated with the integration of the 

• Consumer Packaging's profits of $17 million 
were $95 million lower reflecting higher raw 
material, energy and freight costs, 
unfavorable mill operating costs, and higher 
charges associated with the reorganization of 
the Shorewood business, partially offset by 
improved average sales price realizations, 
higher sales volumes, and a more favorable 
mix of products sold. 

• Distribution's profits of $103 million were $5 
million lower in 2008 due to the offsetting 
impacts of lower sales volumes and improved 
average sales margins and the full-year 
contributions from the August 2007 Central 
Lewmar acquisition. 

• Forest Products' profits of $409 million were 
down $49 mitlionas lower forestiand and real 
estate sales more than offset $261 million of 
profits on mineral rights sales. 

• Specialty Businesses and Other's profits 
were $6. million lower reflecting the divestiture 
of the Arizona Chemical business in the first 
quarterof 2007. 

Corporate; items, riet, of $103 million of 
expense in 2008. were lower than the $206 
million of expense in 2007 due to lower 
pension expenses. The decrease in 2007 
versus $-276 million.of expense in 2006 reflects 
lower pension expenses partially offset by 
higher supply chain initiativecosts. 

Corporate specia! items, including impairments 
of goodwill, restructuring and other charges 
and net losses (gains) on sales and 
impairments of businesses, were a loss of $1,9 
.billion in 2008 compared with a gain of $241 
million in '2007 and a gain of $2.4 billion in 
2006. The toss iri 2008 includes $1.8 billion of 
goodwill impairment charges and $179 million 
bf restructuring and other charges. The large 
gain in 2006 inclij'des $4.8 billion from the 
sales bf forestiands inclucied in the 2006 
Transformation Plan, partially offset by $1,4 
billion of net charges related to the divestiture 
of certain operations and $759 million of 
goodwill impairment charges. 

Interest expense, net,- was $492 million in 2008 
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CBPR business, and a charge related to the compared with $297 million in 2007 and $521 
write-up of the inventory of CBPR to fair million in 2006. The increase in 2008 reflects 
value. the issuance of approximately $6 billion of debt 

in connection with the acquisition of the CBPR 
^7 business, while the decrease in 2007 reflects 

lower average debt balances and lower 
interest rates from debt refinancings and 
repayments, 
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The 2008 income tax provision of $162 miliion 
includes a net $11 million benefit related to 
2008 special tax adjustment items. The 2007 
income tax provision of $415 rinillion includes a 
$41 million benefit related to 2007 specia! tax 
adjustment items. The 2006 income tax 
provision of $1.9 billion consists of $1.6 billion 
of deferred taxes (principally reflecting 
deferred taxes on the 2006 Transfonnation 
Plan forestiand sales) and a $300 million 
current tax provision, and includes an $11 
million charge related to 2006 special tax 
adjustment items. Excluding special items. 
taxes as a percent of pre-tax earnings 
increased to 31.5% in 2008 from 30% ih 2007 
and 29% in 2006, reflecting a higher proportion 
of earnings in higher tax rate jurisdictions.. 

Discontinued Operations 

In 2008, $13 million of net adjustments were 
recorded relating to post-closing adjustments 
and estimates associated with prior sales of 
discontinued businesses. 

During 2007, the Company completed the sale 
of its Wood Products, Beverage Packaging 
and Kraft Papers operations. 

In the third quarter of 2006,.International Paper 
completed the sale" of its Brazilian Coated 
Papers business. 

As a result of these actions, the operating 
results of these businesses and the associated 
gains/losses on the sales are reported in 
discontinued operations for all periods 
presented. 

Liquidity and Capital Resources 

For the year ended December 31, 2008, 
International Paper generated $2.7 billion of 
cash flow from continuing operations, 
compared with $1 9 billion in 2007. Capital 
spending from continuing operations for 2008 
totaled $1,0 billion, or 74% ofdepreciatipn and 
amortization expense. Cash expenditures for 
acquisitions totaled $6,1 biilion, principally for 
the acquisition of the CBPR business, while 
issuances of debt totaled $6,0 biilion. 
principally for the CBPR acquisition. Our 

Our focus in 2009 will be to continue to 
maximize our financial flexibility to facilitate 
access to capital markets on,favorable terms. 

Capital spending'for 2009 is targeted at $700 
million, or about 43% of depreciation and 
amortization. 

Critical Accounting Policies and Significant 
Accounting Estimates 

Accounting policies that may have a significant 
effect on our reported results of operations and 
financial position, and that can require 
judgments by management in their apptication, 
include accounting for contingent liabilities, 
impairments of long-lived assets and goodwill, 
pension and postretirement benefit obligations 
and income taxes. 

Legal 

An analysis of significant litigation activity is 
included in Note 11 of the Notes to 
Consolidated Financial Statements in Item 8. 
Financial Statements and Supplementary 
Data. 

CORPORATE OVERVIEW 

While the operating results for International 
Paper's:various business segments are driven 
by a number of business-specific factors, 
changes in International Paper's operating 
results are closely tied to changes in general 
economic conditions in North America. Europe. 
Russia, Latin America. Asia and North Africa. 
Factors that impact the demand for our 
products include indusfrial non-durable goods 
production, consumer spending, commercial 
printing and advertising activity, white-coilar 
employment levels, and movements in 
currency exchange rates. 

Product prices are affected by general 
economic trends, inventory levels, currency 
movements and worldwide capacity utilization. 
In addition to these revenue-related factors, 
net earnings are impacted by various cost 
drivers, the more significant of which include 
changes in raw material costs, principally wood 
fiber-and chemical costs; energy costs; freight 
costs; salary and benefits' costs, including 
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liquidity position remains strong, supported by 
approximately $2.5 billion of unused, 
committed credit facilities that we believe are 
adequate to meet future liquidity requirements. 
Maintaining an investment-grade credit rating 
for our long-term debt continues to be an 
important element in our overall financial 
strategy. 

pensions; and manufacturing conversion costs. 

The following is a discussion of International 
Paper's results of operations for the year 
ended December 31, 2008, and the major 
factors affecting these results compared to 
2007 and 2006. 

18 
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RESULTS OF OPERATIONS 

For the year ended December 31, 2008, 
International Paper reported net sales of $24,8 
billion, compared with $21.9 billion in 2007 and 
$22.0 billion in 2006, International net sates 
(including U.S. exports) totaled $6.9 billion or 
28% of total sales in 2008, This compares to 
international net sales of $6.3 billion in 2007 
and $5.6 billion in 2006. 

Full year 2008 net income was a loss of $1.3 
billion ($3.05 per share), compared with net 
income of $1.2 billion ($2.70 per share) in 
2007 and $1.1 billion ($2.18 per share) in 
2006. Amounts include the results bf 
discontinued operations. 

Earnings (toss) from continuing operations 
after taxes in 2008 were a loss of $1.3 billion, 
including $2.1 billion of special item charges, 
compared with income of $1.2 billion in 2007 
and income of $1.3 billion in 2006. Compared 
with 2007. higher average sates price 
realizations, favorable operating performance, 
and lower corporate expenses (primarily 
pensions) were offset by the impact of higher 
average raw materiat costs, tower sates 
volumes, tower earnings from land sates, 
higher distribution costs, higher tax expense, 
higher net interest expense and the 
incremental loss from special items. Results 
for 2008 also included equity earnings, riet of 
taxes, relating to the Company's investment in 
Ilim Holding S.A. 

See Industry Segment Results on pages 27 
through 32 for a discussion of the impact of 
these factors by segment. 

The. following .table presents a reconciliation of 
Internationai Paper's net earnings to its totat 
industry segment operating profit: 

/ ' ^ 

f / ^ / 

In'millions 
Net Eamings (Loss) 
Deduct -

Discontinued 
operations. 
Loss (earnings) 

from operations 
Loss on sales or 

impairment 
Earnings (Loss) 

From Continuing 
Operations 

Add back (deduct): 
Income tax 

provision' 
Equity earnings, 

net of taxes 
Minority interest 

expense, net of 
taxes 

Earnings (Loss) 
From Continuing 
Operations 
Before Income 
Taxes, Equity 
Eamings and 
Minority Interest 

Interest expense, net 
Minority interest 

included in 
operations 

Corporate items 
Special Items; 

Restructuring 
and other 
charges 

Insurance 
recoveries 

Gain on sale of 
forestlands 

Impairments of 
goodwill 

Net losses 
(gains) on 
sales and 

impairments of 
businesses 

Reserve 
adjustments 

Industry Segment 
Operating Profit 

Pnnting Papers 

2008 
$(1,282) 

1 

. :, , :l'2i„ 

(1,269) 

152 

(49) 

3 

(1.153) 
492 

. w 
; ;1#;. 

'179; 

-.: 

(6) 

1,777 

m̂  
- . < . - ---;. 
*' i ; i3| i3i,; 

$ 474 

2007 
$1,168 

11 

... .36:. 

- 1;.IS:5 

4f i 
-

24 

1,654 
297 

, .m 
2m 

'9.5 

,-

•(9). 

:-

••1127); 

.:_., 
..;$f,897 

$ 839 

2006 
$1,050 

(?5) 

317 
" ' • 

i;;,28M 

.lM$: 
, - • 

17 

3*188 
• m 

-. 

,:(S); 
275;: 

300 

(19) 

,(4|M) 

759. 

ijBi 
(6) 

v$ 1,604 

;$ 453 
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Industrial Packaging 
Consumer Packaging 
Distribution • 
Forest-Products 
Specialty Businesses 

and Other 

390 
17 

103 
409 

— 

Pageia 

374 
112 
108 
458 

6 

Qf2f3 

277 
93 
97 

631 

53 
Total Industry 

Segment 
Operating Profit $1,393 SI ,897 $1.604 

Discontinued Operations 

2008: In 2008, net after-tax charges totaling 
$12. million were recorded for adjustments of 
net losses (gains) on sales and impairmerits of 
businesses reported as discontinued 
operations, including a pre-tax charge of $25 
nriilliori ($16 million after taxes) in the first 
quarter for the settiement of a post-closing 
adjustment on the sate of the Beverage 
Packaging business, and pre-tax gains of $9 
million ($5 million after taxes) in the fourth 
quarter for adjustments to reserves associated 
with the sate of discontinued businesses. 
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2007: In 2007, after tax charges totaling $36 
million were recorded for adjustments of net 
tosses (gains) on sates and impairments of 
businesses reported as discontinued 
operations. 

During the fourth quarter of 2007. the 
Company recorded a pre-tax charge of $9 
million ($6 million after taxes) and a pre-tax 
credit of $4 million ($3 million after taxes) for 
adjustments to estimated losses on the sales 
of its Beverage Packaging and Wood Products 
businesses, respectively. 

During the third quarter of 2007. the Company 
completed the sale of the remainder of its non-
U.S. Beverage Packaging business. 

During the second quarter of 2007, the 
Company recorded pre-tax charges of $6 
million ($4 million after taxes) and $5 million 
($3 million after taxes) relating to adjustments 
to estimated tosses on the sales of its Wood 
Products and Beverage Packaging 
businesses, respectively. 

During the first quarter of 2007. the Company 
recorded pre-tax credits of $21 million ($9 
million after taxes) and $6 million ($4 million 
after taxes) relating to the sales of its Wood 
Products and Kraft Papers businesses, 
respectively, tn addition, a $15 million pre-tax 
charge ($39 million after taxes) was recorded 
for adjustments to the toss on the completion 
of the sale of most of the Beverage Packaging 
business. Finally, a pre-tax credit of 
approximately $10 million ($6 million after 
taxes) was recorded for refunds received from 
the Canadian government of dutiespaid by the 
Company's former Weldwood of Canada 
Limited business. 

Additionally, a $4 million pre-tax charge ($3 
million after taxes) was recorded for additional 
taxes associated with the Company's former 
Weldwood of Canada Limited business. 

2006: In 2006, after-tax charges totaling $317 
million were recorded for net losses (gains) on 
sates or impairments of businesses reported 
as discontinued operatioris. 

separate agreements for the sale of 13 lumber 
milts for approximately $325 million, expected 
to close in the first quarter of 2007. and five 
wood products plants for approximately $237 
million, expected to close in the first half of 
2007, both subject to various adjustments at 
closing. Based on the commitments to sell 
these businesses, management detemiined 
tliat the accounting requirements for treatment 
as discoritinued operations were met. As a 
resuh, net pre-tax charges of $18 million ($11 
million after taxes) for the Beverage Packaging 
business and $1,04 million ($69 million after 
taxes) for the Wood Products business 
(including $58 million for pension and 
postretirement benefit termination benefits) 
were recorded in the fourth quarter as 
discontinued operations charges to adjust the 
carrying value of these businesses to their 
estimated'fair values less costs to sell. 

During the third quarter of-2006, management 
had determined that there was a current 
expectation that, more likely than not. the 
Beverage Packaging and Wood Products 
businesses would be sold. Based on the 
resulting impairment testing. pre-tax 
impairment charges of $115 million ($82 
million after taxes) and $165 million (before 
and after faxes) were recorded to reduce the 
carrying values of the net assets of the 
Beverage Packaging and Wood Products 
businesses, respectively, to their estimated fair 
values. Also dijring the 2006 third quarter, 
International Paper completed the sale of its 
interests in a beverage packaging operation in 
Japan for a pre-tax gain of $12 million ($3 
million after taxes), and the sale of its Brazilian 
Coated Papers business to Stora Enso Oyj for 
approximately $420 miliion, subject to certain 
post-clbsing adjustments. As the Company 
had determined that the accounting 
requirements for reporting the Brazilian Coated 
Papers business as a discontinued operation 
were met, the resulting $100 million pre-tax 
gain ($79 million after taxes) was recorded as 
again on sale ofa discontinued operation 

During the first quarter of 2006. the Company 
determined that the accouriting requirements 
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During the. fourth quarter of 2006, the 
Company entered into an agreement to sell its 
Beverage Packaging business to Carter Holt 
Harvey Limited for approximately $500 million, 
subject to certain adjustments. The sale of the 
North American Beverage Packaging 
operations subsequentiy closed on 
January 31, 2007, with the sale of the 
remaining non-U.S. operations closing later in 
2007. Also during the fourth quarter, the 
Company entered into 

20 

for reporting the Kraft Papers business as a 
discontinued operation were met. Accordingly, 
a $100 million pre-tax charge ($61 million after 
taxes) was recorded to reduce the carrying 
value of the net assets of this business to their 
estimated fair value. During the 2006 second 
quarter, the Company signed a definitive 
agreement to sell this business for 
approximately $155 million in cash, subject to 
certain closing and post-closing adjustments, 
and two additional payments totaling up to $60 
million payable five years from the date of 
closing, contingent upon 
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business performance. A $16 million pre-tax 
charge ($11 million after taxes) was recorded 
during the second quarter to further reduce the 
carryirig value of the assets of the Kraft Papers 
business based on the terms of this definitive 
agreement. The sate of this business was 
subsequentiy completed on January 2. 2007. 

Additionally during the fourth quarter, a $37 
million pre-tax credit ($22 million after taxes) 
was included in earnings from discontinued 
operations for refunds received from the 
Canadian government of duties paid by the 
Company's former Weldwood of Canada 
Limited business. 

Discontinued operatioris also includes the 
operating results for these businesses for alt 
periods presented. 

Income Taxes 

A net income tax provision of $162 million was 
recorded for 2008, including a $40 million tax 
benefit related to the resfructuring of the 
Company's international operations and a $29 
million charge for estimated U.S. income taxes 
on a gain recorded by the Company's Him 
Holding S.A. joint venture related to the sate of 
a Russian subsidiary. Excluding the impact of 
special items, the- tax provision was $369 
million, or 31.5% of pre-tax earriings before 
equity earnings and minority interest. 

tn 2007, a net income tax provision of $415 
million was recorded, includirig a $41 miliiori 
tax benefit relating to the effective settiement 
of certain income tax audit issues and other 
special tax adjustment items. Excluding the 
impact of specia! items, the tax provision was 
$423 million, or 30% of pre-tax earnings before 
minority interest. 

The .Company recorded an income tax 
provision for 2006 of $1.9 billion, consisting Of 
a $1.6 billion deferred tax provision (principally 
reflecting deferred taxes on the 2006 
Transformation Plan forestiand sates) and a 
$0,3 billion current tax provision. The tax 
provision also included an $11 million provision 
for specia! item tax adjustments. Excluding the 
impact of special items, the tax provision was 

Equity Earnings, Net of Taxes 

Equity earnings, net of taxes, in 2008 
consisted principally of the Company's share 
of earnings from its 50% irivestment in ttim 
Holding S.A. in Russia (see page 32). 

Corporate Items and Interest Expense 

Minority interest expense, net of taxes, was $3 
million in 2008 compared with $24 million in 
2007 and $17 million in 2006. The decrease in 
2008 reflects lower earnings for the 
International Paper & Sun Cartonboard Co., 
Ltd, joint ventures in 2008 and the Company's 
acquisition of the remaining shares of a 
Moroccan box plant joint venture in the third 
quarter of 2007. The increase in 2007 
compared with 2006 reflected the formation of 
the International Paper & Sun Cartonboard 
Co., Ltd. joint ventures in the fourth quarter of 
2006. 

In 2008, net interest expense totaled $492 
million. Net interest expense totaled $297 
million in 2007. including a pre-tax credit of $2 
million for interest received from the Canadian 
government on refunds of prior-year softwood 
lumber duties. Interest expense, net. for 2006 
of $521 mijtipn includes a pre-tax credit of $6 
million for interest received from the.Canadian 
government on refunds of prior-year softwood 
lumber duties. Excluding special items, interest 
expense, net, of $492 miilion in 2008 
increased from $299 million in 2007, reflecting 
the issuance of approximately $6 billion of debt 
in connection with the acquisition of the CBPR 
business. The decrease from $527 million in 
2006 to $299 million in 2007 reflects lower 
average debt balances and lower interest rates 
from debt refinancings and repayments. 

For the 12 moriths ended December 31. 2008. 
corporate items totaled $103 million of 
expense compared with $206 million in 2007 
and $276 million in 2006. The decrease in 
2008 principally reflects tower pension 
expenses. The decrease in 2007 compared 
with 2006 priricipally reflects the benefit of 
lower pension expenses partially offset by 
higher supply chain initiative costs. 
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The higher income tax- rates in 2008 and 2007 versus 2007 due to lower benefit-related and 
reflect a higher proportion of earnings in higher corporate staff overhead costs, partially offset 
tax rate jurisdictions. by higher LIFO inventory costs. Allocated 

overhead in 2007 was $56 million higher than 
21 in 2006 due to higher medical and LIFO 

inventory costs. 
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Special Items 

Restmcturing and Other Charges 

International Paper continually evaluates its 
operations for improvement opportunities 
targeted to (a) focus our portfolio on our core 
businesses, (b) rationalize and realign capacity 
to operate fewer facilities with the same 
revenue capability and close high cost 
facilities, and (c) reduce costs. Annually, 
sfrategic operating plans are developed by 
each of our businesses to demonstrate that 
they can achieve a return at least equal to their 
cost of capital over an economic cycle. If it 
subsequently becomes apparent that a' 
facility's plan wil! not be achieved, a decision is 
then made to (a) invest additional capital to 
upgrade the facility, (b) shut down the facility 
and record the corresponding charge, or 
(c) evaluate the expected recovery of the 
carrying value of the facility to determine if an 
impairment of the asset value of the facility has 
occurred under SFAS No. 144. In recent years, 
this policy has ted to the shutdown of a number 
of facilities and the recording of significant 
asset impairment charges and severance 
costs. It is possible that additional charges arid 
costs wilt be incurred in future periods in bur 
core businesses should such triggering events' 
occur. 

2008: During 2008, restructuring and other 
charges totaling $179 million before taxes 
($110 million after taxes) were recorded. 
These charges included: 

• a $53 million charge before taxes ($32 million 
after taxes) for severance and related costs 
associated with the Company's 2008 
overhead cost reduction initiative, 

• a $75 million charge before taxes ($47 million 
after taxes) for adjustments to legal reserves, 

• a $53 million pre-tax charge ($33 million after 
taxes) to write off deferred supply chain 
initiative development costs for U.S. 
container operations that will not be 
implemented due to the CBPR acquisition, 
and 

• a $2 million gain (before and after taxes) for 

In addition, restructuring and other charges 
totaling $191 million ($117 million after taxes) 
were recorded in the Pririting Papers. Industrial 
Packaging and Consumer Packaging industry 
segments including: 

• a $123 million charge ($75 million after taxes) 
for costs associated with the shutdown of the 
Bastrop. Louisiana mill, 

•a $30 million charge ($18 million after taxes) 
for costs associated with the shutdown of a 
paper machine at the Franklin, Virginia mill, 

• a-$30 million charge ($19 million after taxes) 
related to the reorganization of the 
Company's Shorewood operations, and 

• an' $8 million charge ($5 million after taxes) 
for closure costs associated with the Ace 
Packaging business. 

2007: During 2007. total restructuring and other 
charges of $95 million before taxes ($59 
million after taxes) were recorded. These 
charges included: 

• a $30 million charge before taxes ($19 million 
after taxes) for organizational restructuring 
programs, principally associated with the 
Company's 2006 Transformation Plan. 

'-.a $27 million pre-tax charge ($17 million after 
•faxes) for the accelerated depreciation of 
lorig-lived assets being removed from 
service, 

• a $33 million charge before taxes ($21 million 
after taxes) for accelerated depreciation 
charges for the Terre Haute mill that was 
shut down as part of the 2006 Transformation 
Plan, 

• a $10 million charge before taxes ($6 million 
after taxes) for environmental costs 
associated with the Terre Haute mill, 

• a $4 million charge before taxes ($2 miliion 
after taxes) related to the restructuring of the 
Company's Brazilian operations, and 

•a prortax gain of $9 million ($6 million after 
taxes) for an Ohio Commercial Activity tax 
adjustmenl 
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adjustments to previously recorded reserves 
and other charges associated with the 22 
Coriipany's 2006 Transformation Plan. -; 
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2006: During 2006. total restructuring and other 
charges of $300 million before taxes ($184 
million after taxes) were recorded. These 
charges included: 

•a $157 million charge before taxes ($95 
million after taxes) fbr organizational 
restructuring programs, principally associated 
with the Company's 2006 Transformation 
Plan, 

•a $165 million charge before taxes ($102 
million after taxes) for eariy debt 
extinguishment costs, 

• a $97 million charge before taxes ($60 million 
after taxes) for litigation settiements and 
adjustments to legal reserves, 

•a pre-tax credit of $115 million ($70 million 
after taxes) for payments received relating to 
the Company's participation in the U.S. 
Coalition for Fair Lumber Imports, and 

• a $4 million credit before taxes ($3 million 
after taxes) for other items. 

Earnings also inciuded a $19 million pre-tax 
credit ($12 million after taxes) for net insurance 
recoveries related to the hardboard siding, and 
roofing litigation, a $6 million pre-tax credit ($3 
million after taxes) for the reversal of reserves 
no longer required, and a $6 million pre-tax 
credit ($4 million after taxes)" for interest 
received from the Canadian govemment on 
refunds of prior-year softwood lumber duties. 

A further discussion of restructuring, business 
improvement and other charges can be found 
in Note 6 of the Notes to Consolidated 
Financial Statements in Item 8. Financial 
Statements and Supplementary Data; 

Gain on Sale of Forestiands 

2008: During the second arid third quarters of 
2008, a pre-tax gain totaling $6 million ($4 
million after taxes) was recorded to adjust 
reserves related to the 2006 Transformation 
Plan forestiarid sales. 

2007: During the third quarter of 2007, a pre
tax gain of $9 million ($5 million after taxes) 
was recorded to reduce estimated transaction 

2006: During 2006, in connection with the 
previously announced Transformation Pian, 
the Cornpany completed sales totaling 
approximately 5 6 milliori acres of forestiands 
for proceeds of approximately $6.6 billion, 
including $1.8 billion in cash and $4.8 billion of 
installment notes supported by irrevocable 
tetters of credit The first of these transactions 
in the second quarter included approximately 
76,000 acres sold for cash proceeds of $97 
million, resulting in a pre-tax gain of $62 
million. During the third quarter, 476,000 acres 
of forestiands- were sold for $401 million, 
including $265 million in cash and $136 miHion 
of installment notes, resulting in a pre-tax gain 
of $304 million. Finally, in the fourth quarter, 
the Company completed sales of 5.1 million 
acres of forestiands for $6.1 billion, including 
$1.4 billion in cash and $4.7 billion in 
installment notes, resulting in pre-tax gains 
totaling $4.4 billion. These transactions 
represent a permanent reduction in the 
Company's forestiand asset base and are not 
a part of the normal, ongoing operations of the 
Forest Resources business. Thus, the net 
gains resulting from these sales totaling 
approximately $4.8- billion are separately 
presented in the accompanying consolidated 
statemerit of operations under the caption Gain 
on sale of forestiands. 

Impairments of Goodwill 

In the fourth quarter of 2008, in conjunction 
with annual testing of its reporting units for 
possible goodwill impairments as of the 
beginning of the fourth quarter, the Company 
recorded a $59 million charge to write off ait 
recorded goodwill of its European Coated 
Paperboard business. Subsequent to this 
testing date, the Company performed an 
interim test as of December 31, 2008 and 
recalculated the estimated fair value of its 
reporting units, as of that date using higher 
cost-of-capital discount rate assumptions and 
updated future cash flow projections, which 
resulted in the goodwill for two additional 
business units, the Company's U.S. Printing 
Papers business and its U.S. Coated 
Paperboard business, being potentially 
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costs accrued in connection with the 2006 impaired. Based on managemenfs preliminary 
Transformation Plan forestiand sates. estimates, an additional goodwill impairment 

charge of $379 million was recorded, 
23 representing att of the goodwill for the U.S, 

Coated Paperboard business, as this was 
managemenfs best estimate of the minimum 
impairment charge that would be required 
upon the completion of a detailed allocation of 
the business unit fair values to the individual 
assets'and liabilities of each of the respective 

.!• reporting uriits, in February 2009, based on 
additiona! woî k performed to date, 
management determined that it was probable 
that all of the $1.3 billion of recorded goodwill 
for the U.S. 
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Printing Papers business would be impaired 
when testing is completed. Accordingly, an 
additional goodwill impairment charge of $1.3 
billion was recorded as a charge to operating 
results for the year ended December 31. 2008. 
Due to the complexity of the businesses 
involved, it is expected that testing will be 
finalized for these businesses by the end of the 
first quarter of 2009 

In the fourth quarter of 2006, the Company had 
recorded goodwill impairment charges of $630 
million and $129 million related to its U.S. 
Coated Paperboard business and Shorewood 
business, respectively. No gbodwiil impairment 
charges-were recorded in 2007. 

Net Losses (Gains) on Sales and Impairments 
of Businesses 

Net losses (gains) on sales and impairments of 
businesses included in Corporate specia! items 
totaled a gain of $1 million (before and after 
taxes) in 2008, a pre-tax gain of $327 million 
($267 million after taxes) in 2007, and a pre
tax loss of $1.4 billion ($1.3 billion after taxes) 
in 2006. The principal components of these 
gains/losses were: 

2008: During the first quarter of 2008, a $1 
million credit (before and after taxes) was 
recorded to adjust the estimated loss for a 
business previously sold. 

In addition, a $107 million loss ($84 million 
after taxes) for the impairment of the Inverurie, 
Scotiand mill was recorded in the Printing 
Papers industry segment. 

2007: During the fourth quarter of 2007, a $13 
million net pre-tax credit ($9 million after taxes) 
was recorded to adjust estirnated gains/losses 
of businesses previously sold, including a $7 
million pre-tax credit ($5 million after taxes) to 
adjust the estimated loss- on the sale of box 
plants in the United Kingdom and Ireland, and 
a $5 million pre-tax credif ($3 million after 
taxes) to adjust the estimated loss on the sale 
ofthe Maresquel milt in France, 

During the third quarter of 2007. a pre-tax 
charge of $1 million ($1 niillion credit after 

During the first quarter of 2007, a $103 million 
pre-tax gain ($96 million after taxes) was 
recorded upon the completion of the sale of 
the Company's Arizona Chemical business. As 
part of the transaction. International Paper 
acquired a minority interest of approximately 
10% in the resulting new entity. Since the 
interest acquired represents significant 
continuing involvement in the operations of the 
business under accounting principles generally 
accepted in the United States, the operating 
results for Arizona Chemicai have been 
included in continuing operations in the 
accompanying consolidated statement of 
operations through the date of sate. 

tn addition, during the first quarter of 2007, a 
$6 million pre-tax credit ($4 million after taxes) 
was recorded to adjust previously estimated 
gains/losses of businesses previously sold. 

These gains are included, along with a $205 
million pre-tax gain, ($164 million after taxes) 
on the. exchange for the Luiz Antonio mill in 
Brazil (see Note 5), in Net losses (gains) on 
sates and impairments of businesses in the 
accompanying consolidated statement of 
operations. 

2006: During the fourth quarter of 2006. a net 
charge of $21 million before and after taxes 
was recorded for losses on sales and 
impairments of businesses. This charge 
included a pre-tax loss of $18 million ($6 
million after taxes) relating to the sale of 
certain box plants in the United Kingdom and 
Ireland, and $3 million of pre-tax charges (a $6 
million credit after taxes) for other small asset 
sales. 

During the third quarter of 2006, a net pre-tax 
gain pf $61 miillion ($37 million after taxes) was 
recorded for gains on sales and impairments of 
businesses. This net gain included the 
recognition of a previously deferred $110 
million pre-tax gain ($68 million after taxes) 
related to a 2004 sale, of forestiands in Maine. 
a pre-tax charge of $38 million ($23 million 
after taxes) to reflect the completion of the sale 
of the Company's Coated and 
Supercalendered Papers business in the 2006 
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taxes) was recorded fo adjust previously 
estimated losses on businesses previously 
sold. 

During tiie second quarter of 2007, a $1 million 
net pre-tax credit (a $7 million charge after 
taxes, including a $5 million tax charge in 
Brazil) was recorded to adjust previously 
estimated gains/losses of businesses 
previously sold. 

24 

third quarter, and a net pre-tax loss of $11 
million ($7 million- after taxes) related to other 
smaller sates. 

Dui'ing the second quarter of 2006. a net pre
tax charge of $138 miilion ($90 million after 
taxes) was recorded, including a pre-tax 
charge of $85 million ($52 million after taxes) 
recorded to adjust the carrying value of the 
assets of the Company's Coated and 
Supercalendered Papers business to their 
estimated fair value based on the terms of a 
definitive sales agreement signed in the 
second quarter, a pre-tax 
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Charge of $52 million ($37 million after taxe.s) 
recorded to reduce the carrying value ,of the 
assets of the Company's Amapa wood 
products operations in Brazil to their estimated 
fair value based on estimated sates proceeds 
since a sale of these assets was considered 
more likely than not at June 30, 2006 which 
was completed in the third quarter, and a net 
charge of $1 million before and after taxes 
related to other smaller items. 

During the first quarter of 2006. a charge of 
$1.3 billion before and after taxes was 
recorded to write down the assets of the 
Company's Coated and Supercalendered 
Papers business to their estimated fair value, 
as management had committed to a plan to 
sell this business. In addition, other pre-tax 
charges totaling $3 miliion ($2 million after 
taxes) were recorded to adjust estimated 
losses of certain smaller operations that are 
held for sale. 

At the end of the 2006 first quarter, the 
Company had reported its Coated and 
Supercalendered Papers business as a 
discontinued operation based ori a plan tb sell 
the business. In the second quarter bf 2006. 
the Company signed a definitive agreement to 
sell this business for approximately $1.4 biilion, 
subject to certain post-closing adjustments, 
and agreed to acquire a 10 percent limited 
partnership interest in CMP Investments L.P., 
the company that Wilt own this business. Since 
this limited partnership interest represents 
significant continuing involvement in the 
operations of this business under U.S. 
generally accepted accounting principles, tlie 
operating results for Coated and 
Supercalendered Papers were required to be 
included in continuing operations in the 
accompanying consolidated statement of 
operations. Accordingly, the operating results 
for this business, including the charge in the 
first quarter of $1.3 billion to write down the 
assets of the business to their estimated fair 
value, are now inciuded in continuing 
operations for all periods presented. 

In addition in 2006, industry segment operating 
profits included a $128' niillion pre-tax 

average price realizations ($570 million) and 
Ibwer operating costs, lower mill outage costs 
and a more favorable mix of products sold 
($365 million) were more than offset by higher 
energy and raw material costs ($721 million), 
higher,freight costs ($135 million), lower sales 
volumes ($85 miliion), tower earnings from 
land and mineral sales ($59 million), higher 
costs related to special items ($382 million), 
and other items ($57 million). 

Lack-of-order downtime in 2008 increased 
significantiy to approximately one million tons, 
principally in the 2008 fourth quarter, 
compared with 50.000 tons in 2007 and 
155,000 tons in 200,5, as the Company 
adjusted production in line with its customer 
demand. The 2008 total included 
approximately 105.000 tons related to an 
uncoated paper machine at our Franklin mill 
and pulp production at our Louisiana mill prior 
to their permanent shutdown in the fourth 
quarter of 2008, 

Looking forward to the first quarter of 2009, 
industry segment operating profits are 
expected to be lower than fourth-quarter 2008 
earnings, with the .ambunt of the decline 
dependent upon the amount of downtime 
taken to match production with customer 
demand, and upon changes in pricing and 
input costs. Sales volumes for our paper and 
packaging businesses are expected to be 
simitar to 2008 fourth-quarter levels as 
demand for industrial and consumer packaging 
is expected to remain essentially the same. 
We expect average sales price realizations for 
uncoated paper and containerboard to be 
under some pressure, while U.S. coated 
paperboard price realizations are expected to 
increase,, reflecting the renegotiation of a 
number of large customer contracts in the third 
and fourth quarters of 2008. Input costs for 
wbod and energy, and transportation should 
continue to decline, although energy prices in 
Europe and Brazil are expected to increase. 
Planned mill maintenance outages will be 
higher in the U.S., butwill remain about flat in 
Europe and Brazil. Earnings from our Ilim joint 
veriture are expected to be lower than 
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impairment charge ($84 million after taxes) to 
reduce the carrying value of the fixed assets of 
the Company's Saillat mill in France to their 
estimated fair value (in the Printing Papers 
segment), and in the third quarter, a pre-tax 
gain of $13 million ($6 million after taxes) 
related to a sale of property in Spain (in the 
Industrial Packaging segment). 

Industry Segment Operating Profits 

Industry segment operating proflts of $1.4 
billion in 2008 declined fromboth $1.9 billion in 
2007 and $1.6 billion in 2006. The benefits of 
significantly higher 

earnings reported in the fourth quarter 
reflecting weaker demand, reduced selling 
prices and an unfavorable foreign exchange 
impact 

DESCRIPTION OF INDUSTRY SEGMENTS 

Internationai Paper's industry segments 
discussed below are consistent with the 
internal sfructure used to manage these 
businesses. All segments are differentiated on 
a common product, cbmmon customer basis 
consistent with the business segmentation 
generally used in the Forest Products industry. 
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Printing Papers 

International Paper is the worid's leading 
producer of uncoated printing aiid writing 
papers. Products in this segment include 
uncoated papers, market pulp and uncoated 
bristols. 

UNCOATED PAPERS: This business produces 
papers for use by commercial printers in 
copiers, desktop and laser printers and digital 
imaging. End-use applications include 
advertising and promotional materials such as 
brochures, pamphlets, greeting cards, books, 
annuat reports and direct mail. Uncoated 
papers also produces a variety of grades that 
are converted by our customers into 
envelopes, tablets, business forms and file 
folders. Uncoated papers are sold under 
private label and International Paper brand 
names that include Hammermill, Sptinghill, 
Williamsburg, Postmark, Accent, Great White, 
Ballet, Chamex and Rey. The milts producing 
uncoated papers are tocated in the United 
States. Brazil, France. Poland and Russia. 
Brazilian operations function through 
Internationai Paper do Brasil, Ltda. which owns 
or manages approximately 250,000 acres of 
forestiands in Brazil. The mills have "uncoated 
paper production capacity of approximately 
5.5 million tons annually. 

MARKET PULP: Market pulp is used in the 
manufacture of printing, writing and speciatty 
papers, towel and tissue products and filtration 
products. Pulp is also converted into products 
such as diapers and sanitary napkins. Pulp 
products include fluff and southern softwood 
pulp, as'well as .southern and birch hardwood 
pulps. These products are produced in the 
United States, France, Poland and Russia, and 
are sold around the worid. international Paper 
facilities have annual dried pulp capacity of 
about 1.4 million tons. 

Industrial Packaging 

international Paper has become the largest 
manufacturer of containerboard in the United 
States with the integration of Weyerhaeuser 
Compariy's packaging business. Production 
capacity is now about Tl.O million tons 

and 22 coritairier plants in France. Italy. Spain, 
Turkey and Morocco. In Asia, operations 
include 10 container plants in China and one 
container plant in Thailand. The Company's 
container plants are supported by regional 
design centers, which offer total packaging 
solutions and supply chain initiatives. 

Consumer Packaging 

The coated paperboard busiriess produces 
high quality coated paperboard (SBS) for a 
variety of packagipg and commercial printinq 
end uses. Everest^, Fortress® and Starcote^ 
brands are used in packaging.applications for 
everyday products such as food, cosmetics, 
pharmaceuticals, computer software and 
tbbacco products. Carolina'^ brand is used in 
commercial printing end uses such as greeting 
cards, paperback book covers, lottery tickets 
and direct mait and point-of-purchase 
advertising. International Paper is the worid's 
largest producer of solid bleached sulfate 
board with annual U.S, production capacity of 
about 1.9 million tons. Milts producing coated 
board in Poland, Russia and China 
complement the Company's U.S. capacity, 
uniquely positioning us to provide value-added, 
innovative products for global customers, 

Shorewood Packaging Corporation utilizes 
emerging, technologies in its 18 facilities 
woridwide to produce world-class packaging 
with high-impact graphics for a variety of 
markets, including home entertainment, 
tobacco, cosmetics, generat consumer and 
pharmaceuticals. 

The Foodservice business offers cups, lids, 
food contairiers and plates through three 
domestic plants and four international facilities. 

Distribution 

Through xpedx, the Company's North 
Arnerican rnerchant disfribution business, the; 
Company provides distribution sen/ices and 
products to a number of customer markets, 
supplying commercial printers with printing 
papers and graphic pre-press, printing presses 
and post-press equipment; the building 
services arid away-from-home markets with 
facility supplies; and manufacturers with 
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annually. Our products include linerboard, 
medium, whitetop. recycled linerboard, 
recycted medium and saturated kraft. About 
80% of production is converted domestically 
into corrugated boxes and other packaging by 
137 U.S. container plants. Additionally. 
International Paper recycles approximately 
1.1 million tons of OCC and mixed .and white 
paper through our 21 recycling plants in the, 
U.S. and Mexico. In Europe, operations 
include recycled containerboard milts in Frarice 
and Morocco 

packaging supplies and equipmerit For a 
growing number of customers, the Company 
exclusively provides distribution capabilities 
including warehousing and delivery services. 
xpecfx is the leading wholesale distribution 
marketer in these customer and product 
segments-in North America, operating 129 
warehouse" locations and 131 retail stores in 
the U.S., Mexicoand Canada. 
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Forest Products 

international Paper owns or manages 
approxirnately 200.000 acres of forestiands in 
the United States, mostiy in the South. All 
lands are independently third-party certified 
under the operating standards of the 
Sustainable Forestry Initiative (SFI™). The 
Company's remaining forestiands are 
managed as a portfolio to optimize the 
economic value to shareholders. Most of its 
portfolio represents properties that are likely to 
be sold to investors and other buyers for 
various uses or held for real estate 
development. 

Specialty Businesses and Other 

CHEMICALS: This business was soid in the first 
quarter of 2007. 

Ilim Mdldiijg S.A% 

In October 2007, International Paper and Itim 
Holding S.A. (Ilim) completed a 50:50 joint 
venture to operate a puip and paper business 
located in Russia. Ilim's largest facilities 
include three p^per nnills tocated in Bratsk. 
Ust-llimsk and Koryazhma, Russia, with 
combined totat pulp and paper capacity of over 
2.5 million tons. Ilim controls timberiand and 
forest areas exceeding 11.6 million acres (4.7 
million hectares). 

Pt6dL0s ahd brariddmigiiatmiisiap^ 
italics are iradernaftsoflh^if iat imMlf^ 
a related cdmpany, 

INDUSTRY SEGMENT RESULTS 

Printing Papers 

Demand for Printing Papers prodlicts is closely 
correlated with changes in commercial printing 
and advertising activity, direct mail volumes 
and, for uncoated cut-size products, with 
changes in white-collar employment levels that 
affect the usage of copy and laser printer 
paper. Market pulp is further affected by 
changes in currency rates that can enhance or 
disadvantage producers in different geographic 
regions. Principal cost drivers iriclude 
manufacturing efficiency, raw materiat and 
energy costs and freight costs. 

sales price realizations ($344 million), a 
favorable mix of products sold ($54 million), 
improved manufacturing operations ($39 
million) and other items ($11 miliion) were 
more than offset by higher raw material and 
energy costs ($374 million), higher freight 
costs ($76 million), and lower sales volumes 
and increased lack-of-order downtime ($103 
million). Additionally, 2008 results included a 
charge for costs associated with the 
permarient shutdown of the Louisiana mill 
($123 million), an impairment charge to reduce 
the carrying value of the fixed assets at the 
Inverurie, Scotiand mill ($107 million) and a 
charge for costs associated with the shutdown 
of a paper machine at the Franklin mill ($30 
million). The printing papers segment took 
635,000 tons of downtime in 2008. largely in 
the fourth quarter, including 305.000 tons of 
lacK-of-order downtime to align production with 
customer demand. This compared with 
325.000 tons of total downtime in 2007 of 
which 30.000 tons related to lack-of-orders. 

Printing Papers 
-In millions 
Sales 
Operating Profit 

2008 
$6,810 $ 

474 

2007 
6,530 

839 

2006 
S6,700 

453 

NORTH AMERICAN PRINTING PAPERS net sales 
in 2008 were $3.4 billion compared with $3.5 
billion in 2007 and $4.4 billion in 2006 ($3.5 
billion excluding the Coated and 
Supercalendered Papers business which was 
sold in the third quarter of 2006). Sales 
volumes decreased in 2008 versus 2007. 
partially due to reduced production capacity 
resulting from the conversion of the Louisiana 
milt to 100% pulp production in June 2008 and 
the conversion of the uncoated freesheet 
machine at the Pensacola mill to linerboard 
production in the summer of 2007. Average 
sales price realizations increased significantiy, 
reflecting benefits from pnce increases 
announced throughout 2008. Operating 
earnings of $405- million in 2008 decreased 
from $415 million in 2007, but were higher than 
the $367- million earned in 2006 ($312 million 
excluding the Coated and Supercalendered 
Papers business). Benefits from improved 
average sales price realizations were offset by 

hltp:,//www,sec,gov/Archives/cdgar/data/51434/000119312509038657/d 1 Ok.hlm WBB&m 



"or the fiscal year ended December 31, 2008 ;Page | 4 bf2rl̂ 3 

PRINTING PAPERS net sales for 2008 increased 
4% from 2007 and 2% from 2006, However, 

the effects of higher input costs for wood, 
energy and chemicals and higher freight costs, 

„, , , , , - „- ^^., , ,.. , Mill operating costs were favorable compared 
operating profi s m 2008 were 44% lower than ^^^^ -̂ ^̂  ^^^ ^^^ .^^^. ^^ ^^^ 
in 2007 and 5% higher than in 2006. Benefits conversions of the higher-cost paper machines 
from higher average g^ f̂ ĝ Louisiana and Pensacola mills and lower 

27 mill overhead spending and operating 
improvements. Planned maintenance 
downtime costs were lower in 2008 than in 
2007, but lack-of-order downtime increased to 

j,?^; 135.000 tons in 2008 from 25.000 tons in 
,:; ^ 2007. tn addition, 2008 earnings inctude;d a 

$30 mijiion charge for costs 
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associated with the shutdown of a paper 
machine at the Franklin mill. 

Sales volumes for the first quarter of 2009 are 
expected to decrease slightly from 2008 fourth-
quarter levels. Profit margins are expected to 
begin the quarter slightiy above fourth-quarter 
levels, although margins later in the quarter 
may be affected by continued weak market 
demand. Planned maintenance outage costs 
should be lower, as should raw material costs 
for wood and energy. Lack-of-order downtime 
in the first quarter of 2009 is projected to be 
somewhat above fourth-quarter 2008 levels., 

BRAZILIAN PAPERS net sales for 2008 of $950 
million were higher than the $850 million in 
2007 and the $495 million in 2006. Compared 
with 2007. average sales pnce realizations 
improved significantiy in both domestic and 
export markets. Sales volumes increased for 
both paper and pulp. Operating profits for 2008 
of $186 million were up from $174 milliori in 
2007 and $98 million in 2006. Margins were 
favorably affected by a favorable mix of higher-
margin domestic sates, biit this benefit was' 
partially offset by higher costs for planned,mill 
maintenance downtime. Input costs increased 
significantiy, principally for electricity and 
natural gas. Earnings tovvard the end of 2008 
benefited from, favorable foreign exchange 
factors, reflecting the 20% devaluation of the 
Brazilian Real in the third quarter. 

Entering 2009, sales volumes for uncoated 
freesheet paper in the first quarter are 
expected to be seasonally lower. Profit 
margins are expected to be solid but below 
fourth-quarter levels^ reflectirig seasonal 
factors, a, tess favorable product mix and 
increased input costs for electricity and 
chemicals. 

EUROPEAN PAPERS net sales in 2008 were 
$1.7 billion compared with $1.5 billion in 2007 
and $1.3 billion in 2006. Sales volumes in 
2008 were higher than in 2007 reflecting pulp 
sales from our new BCTMP facility in 
Svetogorsk. Average sales price realizations 
increased significantiy in 2008 in both Eastern 
and Western European markets. Operating 

facturing' costs. Earnings in 2008 were' also 
adversely affected by unfavorable foreign 
exchange movements. 

Looking ahead to 2009, first-quarter sales 
volumes are expected to be stronger in 
Russia, reflecting increased sates into Western 
Europe, and seasonally higher in Western 
Europe. Profit rnargins are expected to be 
slightiy below 2C)08 fourth-quarter levels. Input 
cbsts are expected to increase, particularly for 
energy costs in Poland where electricity rates 
are increasing 33%. and for chemicals. 
Planned mairitenance outage costs will be 
slightty higher than in the 2008 fourth quarter. 

ASIAN PRINTING PAPERS net sales were 
approximately $20 million in both 2008 and 
2007. compared with $15 million in 2006. 
Operating earnings decreased slightiy in 2008 
compared with 2007, but were close to 
breakeven in alt periods, 

U.S. MARKET PULP sales in 2008 totaled $750 
million compared with $655 million in 2007 and 
$510 million in 2006. Sales volumes in 2008 
were up from 2007- levels despite a decline in 
the-fourth quarter, reflecting the conversion of 
the Bastrop. Louisiana mil! to 100% pulp in 
Jurie and the conversion of the Riegelwood 
pulp dryer and finishing equipment to 
manufacture higher margin fluff versus market 
pulp. Average sales price realizations 
improved significantiy in 2008, principally 
reflecting higher average prices eariier m the 
year for softwood, hardwood and fluff pulp. 
Operating earnings in 2008 were a loss of 
$156 million, incliiding a charge bf $123 million 
for costs associated with the permanent 
shutdowri of the Louisiana mill,- compared with 
earnirigs of $78 million in'2007 and $33 million 
in 2006. The benefits from higher average 
sales price realizations were more than offset 
by increased input costs for wood, energy and 
chemicals and higher freight costs. Mitt 
operating costs were also higher reflecting the 
increased production at the Louisiana milt. 
Planned maintenance downtime costs were 
also higher year-bver-year. and weak markets 
in the, last four months of the year resulted in 
135.000 tons of additional iack-of-order 
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profits were $39 million in 2008 compared with 
$171 million in 2007 and a loss of $45 million 
in 2006 that included a $128 million charge to 
reduce the carrying value ofthe Saillat, France 
mill. Earnings in 2008 included a $107 million 
charge to reduce the carryirig value of the fixed 
assets at the Inverurie, Scotiand mill to their 
estimated realizable value.. Higher input costs 
for wood, energy and freight more than offset 
the benefits from higher net sales, tower 
planned milt maintenance outage costs and 
favorable manu-

downtime for 2008 compared with 2007. 

In the first quarter of 2009, market demand is 
expected to remain weak. As a result, prices 
for both, market and fluff pulp may continue to 
be low. Costs wil! increase as a result of 
planned mill maintenance outages, but input 
costs for wood and energy and for freight 
shpuld be tower, 
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Industrial Packaging 

Demand for Industrial Packaging products is 
closely correlated with non-durable industrial 
goods production, as welt as with demand for 
processed foods, poultry, meat and agricultural 
products. In addition to prices and volumes, 
major factors affecting the profitability of 
Industrial Packagirig are raw material and 
energy costs, freight costs, manufacturing 
efficiency and product mix. 

INDUSTRIAL PACKAGING net sales for 2008 
increased 47% to $7.7 billion compared witii 
$5.2 billion in 2007, and 56% compared with 
$4.9 billion in 2006. Operating profits in 2008 
were 4% higher than in 2007 and 41% higher 
than in 2006. Despite significant market-
related downtime. total year-over-year 
shipments were higher due to the inclusion of 
the Weyerhaeuser CBPR business acquired in 
the 2008 third quarter. This net increase ($51 
million), improved price realizafions ($228 
million) and a more favorable mi)<; of products 
sold ($19 million) were partially offset by the 
effects of higher raw material and freightcosts 
($235 million) and higher other costs ($2' 
million). Additionally, costs related to the 
conversion of the paper machine at Pensacola 
to production of lightweight linerboard were 
lower in 2008 ($39 million). Operating earnings 
in 2008 also included a $39 million charge 
related to the write-up of the CBPR inventory 
to fair value arid charges for integration costs 
associated with the CBPR acquisition ($45 
million). The year-over-year impact of the costs 
associated with the second-quarter 2008 
Vicksburg recovery boiler explosion, net of 
insurance proceeds, was negligible. The 
segment took 1.1 million .tons of downtime in 
2008 which included 700,000 tons of market-
related downtime compared with 165,000 tons 
of downtime in 2007 which included 16.000 
tons of market-related downtime. 

Industrial Packaging 
In millions 2008 2007 2006 
Sales 
Operating Profit 

$7,690 S 5,245 S 4,925 
390 374 277 

NORTH AMERICAN INDUSTRIAL PACKAGING net 
sales for 2008 were $6.2 billion, compared with 

Excluding the effect of the CBPR acquisition, 
containerboard and box shipments were lower 
in 2008 compared with 2007 reflecting the 
economic downturn in the fourth quarter. 
Average sales price realizations were 
significantiy higher than in 2007 benefiting 
from sates price increases implemented in tate 
2007 and during 2008; however, the benefit of 
these higher sales prices was more than offset 
by higher average input costs for wood, energy 
arid chemicals. Freight costs also increased 
significantiy year-over-year. Manufacturing 
perfbrmance was strong, and costs associated 
with planned mitt maintenance outages were 
lower. Lack-of-order downtime totaled 700.000 
tons in 2008 including 355.000 tons at CBPR-
facitities. Fourth-quarter 2008 results included 
approximately $33 million of income related to 
the final insurance settlement for the Vicksburg 
mitl recovery boiler explosion. Operating 
results for 2007 included $52 million of costs 
incurred to convert the paper machine at the 
Pensacola mitl to the production of lightweight 
linerboard, with ari additional $13 million 
recorded in 2008. 

Looking ahead to the first quarter of 2009, 
sates volumes' for containerboard and boxes 
are expected tb remain at about fourth-quarter 
levels, while profit margins should be 
comparable to fourth-quarter levels. Planned 
mitt maintenance outage costs should be 
higher in the first quarter of 2009 than in the 
fourth quarter of 2008. Manufacturing 
operatmg costs are expected to be significantly 
to.wer, principally fbr the bbx plants. 

EUIROPEAN INDUSTRIAL PACKAGING net sales 
for 2008 Werb" $1.2 billion, up from $1.1 billion 
in 2007 and SI.O billion in 2006. Sates 
Volumes declined primarily due to weaker 
markets for industrial products throughout 
Europe. Operating profits in 2008 were $64 
million compared with $67 million in 2007 and 
$37 million in 2006. Earnings for the box 
business increased from the prior year with 
significant gains in France. Italy and Spain. 
Sales margins improved reflecting strong 
average sales prices for boxes, lower costs for 
kraft and recycled containerboard and the 
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$3.9 billion in 2007 and $3:7 billion in 2006. 
Operating profits in 2008 were $322 million, up 
from $305 million in 2007 and $242 million in 
2006. Sales and profits for 2008 include the 
operating results of the Weyerhaeuser CBPR 
business from the August 4. 2008 acquisition 
date. Operating profits also reflect charges of 
$39 million related to the write-up of CBPR 
inventory to fair value and $45 million of CBPR 
integration costs. 

29f 

effects of waste reduction and box redesign 
initiatives. Conversion costs were unfavorable 
as inflationary cost increases more than offset 
the benefits of manufacturing improvement 
programs. Earnings from our joint venture in 
Turkey were lower than in 2007 primarily due 
to weak general economic conditions. 

Entering the first quarter of 2009. sales 
volumes should be seasonally stronger as the 
winter fruit and vegetable season continues, 
but industrial markets are expected to remain 
weak. Profit margins are 
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expected to decline slightiy reflecting some 
pressure on box prices and lower recycled 
board prices at the Etienne mitt, 

ASIAN INDUSTRIAL PACKAGING net Sales for 
2008 were $350 million compared with $265 
million in 2007 and $180 million in 2006. 
Operating profits totaled $4 millibn in 2008 
compared with $2 million in 2007 and a loss of 
$2 million in 2006. 

Consumer Packaging 

Demand and pricing for Consumer Packaging 
products correlate closely with consumer 
spending and generat economic activity, tn 
addition to prices and volumes, major factors 
affecting the profitability of Consumer 
Packaging are raw materia! and energy costs, 
freight costs, manufacturing efficiency and 
product mix. 

CONSUMER PACKAGING net sales increased 
6% compared with 2007 and 19% compared 
with 2006. Operating profits declined 85% from 
2007 and 82% from 2006 levels. Benefits from 
improved average sales price realizations ($93 
million), higher sales volumes for U.S.. 
European and Asian coated paperboard ($8 
million), and a favorable mix of products sold 
($19 million), were more than offset by'higher 
raw materia! and energy costs ($153 million), 
increased freight costs ($20 million), 
unfavorable mitt operations ($14 million), tower 
sales volumes for U.S. converting businesses 
($5 million) and other items ($4 million). 
Additionally, 2008 included $30 million'of costs 
associated with the reorganization of the 
Shorewood business compared with $11 
million of reorganization charges in 2007. 

Consumer 
Packaging 
In millions 
Sales , 
Operating Profit 

.2008 2007 2006 
$3,195 S 3,015 S 2;685 

17 112 93 

NORTH AMERICAN CONSUMER PACKAGING net 
sates were,$2.5 billion in 2008 compared with 
$2.4 billion in both 2007 and 2006. dperating 
earnings of $8 million in 2008 decreased from 
$70 million in 2007 and $64 million in 2006. 

price adjustments to reflect changes in costs. 
Planned maintenance downtime expenses in 
2008 were about flat compared with 2007. 
while manufacturing operating costs were 
unfavoral3le. 

Foodservice sales volumes were higher in 
2008 than in 2007. Average sales prices were 
also higher reflecting the realization of price 
increases implemented to recover raw material 
cost increases. Raw material costs for 
bleached board and polystyrene were 
significantiy higher than in 2007. 
Manufacturing costs improved, reflecting 
increased productivity and reduced waste, 

Shorewood sates volumes in 2008 declined 
from 2007 levels due to weak demand in 
tobacco, consumer products and display 
markets, partially offset by improvements in 
the home entertainment segment Sates 
margins improved from 2007 reflecting a more 
favorable mix of products sold. Raw materiat 
costs were higher in 2008 primarily for 
bleached board, but operating costs were flat. 
Charges to restructure operations were $19 
million higher in 2008. 

Entering 2009, coated paperboard sales 
volumes in the first quarter are expected to be 
lower as downtime is taken tb match 
production with customer demand. Average 
sates price realizations are expected to 
improve as 2008 pricing actions are realized. 
Earnings should benefit from fewer planned 
mitt maintenarice outages compared with the 
2008 fourth quarter. Overall raw material costs 
for wbod, polyethylene and energy are 
expected to be about flat Foodservice sales 
volumes are expected to improve slightiy and 
average sales price realizations should be 
higher. Raw materiat costs, particularly for 
resins, should be significantiy lower. 
Shorewood sales volumes for the first quarter 
2009 are expected to seasonally decline, but 
this negative impact should be partially offset 
by benefits from cost improvements associated 
with prior-year restructuring actions. 

EUROPEAN CONSUMER PACKAGING net Sales 
in 2008 were $'300 million compared with $280 
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Coated paperboard sales volumes were 
essentially flat in 2008 compared with 2007. 
Average sales price realizations improved 
substantially in 2008; although these benefits 
were more than offset by higher raw material 
and freight costs. However, in the third and 
fourth quarters, a number of targe customer 
contracts were renegotiated to allow more 
timely future 

30 

million in 2007 and $230 million in 2006. Sales 
volumes in 2008 were higher than in 2007 as 
demand in domestic markets strengthened 
during the first three quarters of 2008. Average 
sales price realizations also improved in 2008. 
primarily due to increased sales prices in 
European domestic riiarkets. Operating 
earnings, in 2008 of $22 million declined from 
$30 million in 2007 and $31 million in 2006. 
The additional contribution from higher net 
sales was more than offset by higher input 
costs for wood and 
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energy, higher freight costs and unfavorable 
changes in foreign exchange rates. 

Entering 2009. sales volumes for the first 
quarter should be comparable to the fourth 
quarter while average sales price realizations 
are expected to soften. Input costs are 
expected to increase, primarily for electricity 
costs at the Kwidzyn, Poland mill and for 
chemicals. These factors should be somewhat 
offset by a favorable currency excharige rate 
movement in Poland. 

ASiiAN CONSUMER PACKAGING net sales were 
$390 million in 2008 compared' with $330 
million in 2007 and $50 million in 2006, 
reflecting the acquisition of a 50% ownership 
interest in International Paper & Sun 
Cartonboard Co., Ltd, during the fourth quarter 
of 2006. Operating earnings in 2008 were a 
loss of $13 million compared with earnings of 
$12 mjllion in 2007 and a toss of $2 million in 
2006. The loss iri 2008 was primarily due.to a 
$12 miliion charge to revalue pulp inventories 
at our Shandong International Paper and Sun 
Coated Papertjoard Co., Ltd. joint venture' and 
start-up costs associated with the joint 
venture's new folding box board paper 
machine. 

Distribution 

Our Distribution business, represented by our 
xpedx business, markets a diverse array of 
products and supply chain services to 
customers in many business segments. 
Customer demand is generally sensitive to 
changes in generat economic conditions, 
although the commercial printirig segment 1s 
also dependent on corporate advertising and 
promotional spending. Distribution's margins 
and earnings are relatively stable across ah 
operating cycle. Providing customers with the 
best choice and value in both products and 
supply chain services is a key competitive 
factor. Additionally, efficient customer service, 
cost-effective logistics and focused working 
capital management are 'key factors in this 
segments profitability. 

Distribution 
Inmillions 2008 * 2007 2006 

compared with $4.7 billion in 2007 and $4,3 
billion in 2006, reflecting a full year of 
contributions from the Central Lewmar 
business. acquired in August 2007 and 
increased focus on publication and catalog 
markets. Mill direct sales were up 17% from 
2007 and 38% from 2006, while sales from 
stock were down 4% from 2007 and about 
unchanged from 2006. Trade margins for 
printing papers decreased from 2007 and 2006 
reflecting an increase in lower-margin direct 
sales. 

Revenue from packaging products was $1.6 
billion in 2008 compared with $1.5 billion for 
both 2007 and 2006. Trade margins for 
packaging products remained relatively even 
compared with the past two years. Facility 
supplies annual revenue was $1.1 billion in 
both 2008 and 2007 and $1.0 billion in 2006, 
principally reflecting increased sales volumes. 

Totat xpedx operating profit was $103 million in 
2008 compared with $108 million in 2007 and 
$97 million in 2006, primarily reflecting lower 
deniand for stock sales. 

Looking ahead to the first quarter 2009, sates 
volumes.are expected to be lower reflecting 
seasonal declines and the weaker current 
economic conditions, xpecfx wilt continue to 
focus on efficiency and productivity initiatives 
to mitigate the effect of the demand decline. 

Forest Products 

Forest Products currently manages 
approximately 200,000 acres of forestlands in 
the United States. Operating results are driven 
by the timing and pricing of specific forestiand 
tract sales. The decline in sales reflects the 
significant decline in forestiand acreage since 
2006. Future operations will continue to be 
driven by pricing and demand for forestiand 
and real estate sates. 

Forest Products 
Inmillions 
Sales 
.Operating. Profit 

2008 
$200 
409 

2007 
$485 
458 

2006 
$765 

631 

Sales in 2008 decreased 59% from 2007 and 
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Sales 
Operating Profit 

$7,970 S 7,320 S 6.785 
103 108 97 

DISTRIBUTION'S 2008 annual sales increased 
9% from 2007 and 17% from 2006 white 
operating profits in 2008 decreased 5% 
compared with 2007 and increased 6% 
compared with 2006. 

Annual sates of printing papers and graphic 
arts supplies and equipment totaled $5.2 billion 
in 2008 

74% from 2006. Operating profits were down 
11% from 2007 and 35% from 2006, As part of 
the Company's 2006 Transformation Plan. 
5,6 million acres of forestland were sold in 
2006, primarily in the fourth quarter, resulting 
in a significant decline in forestland acreage. 
The Gompany intends to focus future 
operations on maximizing the value from the 
sale of its remaining forestiand and reat estate 
properties. 

31 
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Operating profits in 2008 included $261 million 
from the sate of 13,000 net acres of 
subsurface mineral rights in Louisiana. Profits 
from stumpage sales and recreational income 
were $31 million in 2008, compared with $25 
million in 2007 and $222 million in 2006, 
reflecting the significant reduction in forestiand 
acreage. Profits from forestiand and real estate 
sales were $144 million in 2008 compared with 
$469 million in 2007 and $571 million in 2006, 
Operating expenses decreased to $27 million 
fronri $36 million in 2007 and $162 njiltibn, in 
2006, reflecting the reduced level of 
operations. 

Looking fonward to 2009, the amount arid 
timing of operating earnings will reflect the 
periodic sales of remaining acreage and can 
be expected to vary from quarter to quarter. 

Specialty Businesses and Other 

The Speciatty Businesses and Other segment 
principally included the operatirig results of the 
Arizona Chemical business as'well as certain 
smaller businesses. The Arizona Chemical 
business was sold in February 2007. 

Specialty Businesses 
and Other 
In millions 
Sales 
Operating Profit 

2008 
$ -

2007 
S135 

6 

2006 
S935 

53 

Equity Earnings, Net of Taxes - Ilim 
Holding S.A. 

On October 5. 2007. Internatiorial Paper and 
itim Holding S.A. ("Itim") announced the 
completion of a 50:50 joint venture to, operate. 
in Russia. Due to the complex structure of 
Ilim's operations, and the extended time 
required to prepare consolidated financial 
information in accordance with accounting 
principles generally accepted in the United 
States, the Company reports its share of Ilim's 
operating results on a one-quarter tag basis. 
Accordingly, the accompanying consolidated 
statement of operations for the twelve months 
ended December 31, 2008 includes the 
Company's 50% share of Ilim's operating 
results for the period from acquisition thrpugh 
September 30, 2008, together with the results-

repu.rchase option, and a one-time $6, million 
after-tax charge reflecting the write-up of 
finished goods and work-in-process inventory 
to fair value as of the acquisition date. In 
August 2008, Ilim sold its 56% investment in 
the Saint Petersburg Cartonboard and Pnnting 
Mill (KPK) for $238 million. No gain or loss was 
realized by the Gompany on the sale of KPK 
because the fair value assigned to that 
business by the Company at ttie acquisition 
date was equal to the sates proceeds. 

Sates volumes for the joint venture were strong 
during the 12-month period, but declined 
slightly in August and September as demand 
weakened and the sale ofthe KPK facility was 
realized. Export sales to China during the 
period totaled over 900.000 tons. Pulp and 
paper prices trended lower in the latter half of 
the year in both domestic and export sales 
reflecting weakening generat economic 
conditions. Input costs for wood, chemicals 
and energy increased gradually throughout the 
period. Declining volumes and supply chain 
iniprovem'ents cpntributed to lower distribution 
cbsts. The Conipariy received a $67 million 
cash dividend from the joint venture in 
December 2008. 

For Ilim's 2008 fourth quarter to be reported in 
the Company's 2009 first quarter, both sales 
volumes and sales price realizations are 
expected to be affected by weak global 
economic conditions. Production downtime 
may be taken as a result of weakening 
demand. In addition, a foreign exchange loss 
on U.S'. dollar-denominated debt is expected 
due to the strengthening of the U.S. dollar 
versus the Russian Ruble. 

LIQUIDITY AND CAPITAL RESOURCES 

Overview 

A major factor in International Paper's liquidity 
and capital resource planning is its generation 
of operating cash flow, which is highly 
sensitive to changes in the pricing and demand 
for our major products. White changes in key 
cash operating costs, such as energy, raw 
material and transportation costs, do have an 
effect on operating cash generation, we 
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of other small equity irive;stm;ertts, under the 
captiori Equity earnings, net of taxes: Ilim is 
reportefd as a separate reportable iridustry 
segjTfient. 

The Company recorded equity earnings for 
Itim. net of taxes of $54 million in 2008. 
Earnings included a $4 million after-tax foreign 
exchange gain on the remeasurement of U:S. 
dollar-denominated debt, a $'3 million after-tax 
charge to write off a share 

believe that pijr;strbrig focus on cost cbritrols 
has iniprovedfGuf-bash flow generation over an 
bperatirig cycle. 

As part of our continuing focus on improving 
our return on investmerit, we have focused our 
capital spending on improving our key paper 
and packaging businesses both globally and in 
Nprth Ariierica. 

Financing activities in 2008 focused on the 
issuance -of debt for the acquisition of the 
Weyerhaeuser CBPR 
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boslness and the subsequent repayments 
beginning in the 2008 fourth quarter. The 
Cbriipariy intends to continue to strengthen its 
balance/sheet through further debt repayments 
during;20O9. 

Cash Provided by Operations 

Gash provided by continuing operations totaled 
$2.7 billion in 2008 compared with $1.9 billion 
for 2007 and $1.0 billion for 2006. which was 
net of a $1.0 billion voluntary cash pension 
plan contribution made in the fourth quarter of 
2006. 

The major components of cash provided by 
continuing operations are earnings from 
continuing operations adjusted for non-cash 
income and expense items and changes in 
working capital. Earnings from continuing 
operations, adjusted for non-cash income and 
expense items, decreased by $1,35 million in 
2008 Versus 2007. This compares with an 
increase of $123 million for 2007 over 2006. 
excluding the pension contribution in 2006, 
However, changes in working capital 
components. accounts receivable and 
inventory less accounts payable and accrued 
liabilities, contributed $317 million of cash in 
2008. compared with a $539 million use of 
cash in 2007 and a $354 million use in 2006, 

Investment Activities 

Investment activities in 2008 included 
expenditures totaling $6.1 billion for 
acquisitions, primarily the purchase of the 
GBPR business, and a $21 million increase in 
the Company's 50% equity interest in ttim 
Holdirig S.A. in Russia, and the receipt of $14 
million of additional cash proceeds from 
divestitures. 

Capital spending for continuing operations was 
$1.0 billion in 2008, or 74% of depreciatiori and 
amortization, compared with $1.3 billion, or 
119% of depreciation and amortization in 
2007, and $1.0 billion, or 87% of depreciation 
and amortization in 2006. 

The following table shows capital spending for 
continuing operations by business segment for 

\&e -^^00\^>^e$0M capitlf ;e|(pfehd.itureis -in 
yioig. to;3be;"ahPdt $ W m̂  or 43%; of 
•.•dipreciatibrf'ari;dj?ambfti 

Acgu/srtfbh^-: ' 

On August 4. 2008. Iriterriatibrial Paper 
completed the acquisition of the assets of 
Weyerhaeuser Company's Containerboard. 
Packaging and Recycling (GBPR)' business for 
approximately $6 billion' in cash, subject to 
post-dosing adjustments. In June 2008, the 
Company had issued $3 billion of unsecured 
senior notes in anticipation of the acquisition. 
The remainder of the purchase price was 
financed through borrowings under a $2,5 
billion bank term toan, $0 4 biilion of 
borrowings under a receivables securitization 
program arid existing cash balances. The 
CBPR operatirig results are included in 
International Paper's North American Industrial 
Packaging business from the date of 
acquisition. 

On August 24, 2007, International Paper 
completed the acquisition of Central Lewmar 
LLC, a large privately held paper and 
packaging distributor in the United States, for 
$189 million. Central Lewmar's financial 
position and- results of operations have been 
included in International Paper's consolidated 
financial statements since its acquisition. 

On July 31, 2007, international Paper 
purchased the remaining shares of Compagnie 
Marocaine des Cartons et des Papiers. 
(CMCF )̂ in- Morocco for approximately $40 
million. In October 2005, the Gompany had 
acquired approximately 65% of CMCP for 
approximately $80 million in cash plus 
assumed debt of approximately $40 million. 
The Moroccan packaging company is now 
wholiy owned by international Paper and fully 
managed as part,of the Company's European 
Container business. 

tn May 2006, the Cornpany purchased the 
remaining 25% third-party interest in 
International Paper Distribution Limited for $21 
million. The" financial position and results of 
operations of this acquisition have been 
consolidated in International Paper's financial 
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the years ended 
and 2006. 

December 31. 2008. 2007 statements from its date of acquisition in 2005. 

Exchanges 

On February ,1, 2007. the Company completed 
the non-cash exchange pf certain pulp and 
paper assets in Brazil with Votorantim 
Celulose e Papel S.A. (VCP) that had been 
announced in the fourth quarter of 2006. The 
Company exchanged its in-progress pulp mill 
project and certain forestland operations, 
including approximately 100.000 hectares of 
surrpuriding 

33 

In millions 
Printing Papers 
Industrial Packaging 
Consumer Packaging 
Distribution 
Forest Products 
Subtotal 
Corporate and other 
Total from continuing 

operations 

2008. 
$ 383 

282 
287 

9 
2 

963 
39 

$1,002 

2007 
$ 556 

405 
276 

6 
22 

1.265 
23 

$1,288 

2006 
$ 523 

257 
130 

6 
72 

988 
21 

$1,009 
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forestiands in Tres Lagoas, Brazil, for VCP's 
Luiz Antonio uncoated paper and pulp mill and 
approximately 55,000 hectares of forestiands 
in the state of Sao Paulo. Brazil, The exchange 
improved the Company's competitive position 
by adding a globally cost-competitive paper 
mitt, thereby expanding the Cornpany's 
uncoated freesheet capacity in Latin America 
and providing additional growth opportunities 
in the region. The exchange was accounted for 
based on the fair value of assets exchanged, 
resulting in the recognition in the 2007 first 
quarter of a pre-tax gain of $205 nriittion ($159 
million after taxes) representing the difference 
between the fair value and book value of the 
assets exchanged. This gain is included in Net 
losses (gains) on sates and impairments of 
businesses in the accompanying consolidated 
statement of operations. 

Joint Ventures 

On October 5, 2007, International Paper and 
Ilim Holding S.A. announced the completion of 
the formation of a 50:50 joint venture to 
operate in Russia as ttim Group. To form the 
joint venture, International Paper purchased 
50% of Ilim Holding S.A, (Ilim) for 
approximately $620 million, including $545 
million in cash and $75 millipn of notes 
payable, and contributed an additional $21 
million in 2008. A key element of the proposed 
joint venture strategy is a long-term investment 
program in which tlie joint venture intends to 
invest, when market and fii:iancing conditions 
are appropriate, approximately $1.5-billion in 
Ilim's three mills over approximately five years, 
with the funding generated through cash from 
operations and additional borrowings by the 
joint venture. This planned investment in the 
Russian puip and paper industry will be used 
to upgrade equipment increase production 
capacity and allow for new high-value 
uncoated paper, pulp and corrugated 
packaging product development 

Internatipnal Paper is accounting for its 
investment in Itim using the equity method of 
accounting. Due to the complex structure of 
Ilim's operations, and the extended tiriie 
required to prepare consolidated financial 

joint venture that currentiy operates two coated 
paperboard machines in Yanzhou City. China, 
tn December 2006. a 50% interest was 
acquired in a second joint venture, the 
Shandong International Paper & Sun Coated 
Paperboard Co.. Ltd, for approximately $28 
niillion. This joint venture was formed to 
consfruct a third coated paperboard machine 
that was completed and began operations in 
the third quarter of 2008. 

Financing Activities 

2008: Financing activities during 2008 included 
debt issuances of $6.0 billion and retirements 
of $696 million, for a net issuance of $5.3 
billion. 

tn August 2008, international Paper borrowed 
$2.5 billion of long-term debt with an initial 
interest rate of LIBOR plus a margin of 162.5 
basis points. The margin can vary depending 
upon the credit rating of the Gompany. The 
debt requires quarterly principal payments 
starting in the fourth quarter of 2008 and has a 
fina! maturity in August 2013. Debt issuance 
costs of approximately $50 miliion related to 
this borrowing were recorded in Deferred 
charges and other assets in the accompanying 
consolidated balance sheet and wilt be 
amortized over the term of the loan. Also in 
August 2008, International Paper borrowed 
approximately $395 million, under its 
receivatjtes securitization program. As of 
becember 31, 2008. all of the borrowings 
under the receivables securitization program 
were repaid, 

The above funds, together with the $3 billion 
from unsecured senior notes borrowed in the 
second quarter discussed betow and other 
available cash, were used for the CBPR 
business acquisition in August 2008, 

In the third quarter df 2008, International Paper 
repaid $125 million ofthe $2.5 billion long-term 
debt and repurchased $63.5 million of notes 
with interest rates ranging from 4.25% to 
8.70% and original maturities from 2009 to 
2038. 

Also in the third quarter, the Gompany entered 
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information in accordance with accounting 
principles generally accepted in the United 
States, the Company is reporting its share of 
Ilim's results of operations on a one-quarter tag 
basis. The Company's investment in ttim is 
included in the caption Investments in the 
acconipanying consolidated balance sheet. 

In October and November 2006, International 
Paper paid approximately $82 million for a 
50% interest in the International Paper & Sun 
Cartonboard Co., Ltd. 

34 

into a series of forward-starting floating-to-fixed 
interest rate swap agreements with a notional 
amount of $1.5 billion in anticipation of 
borrowing undei; the $3 billion committed bank 
credit agreement for the purchase ofthe GBPR 
business. The floating-to-fixed interest rate 
svyaps were effective September 2008 and 
mature in September 2010. These forward-
starting interest rate swaps are being 
accounted for as cash flow hedges in 
accordance with SFAS No. 133 as hedges of 
the benchmark interest rate of 
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future interest payments related to any 
borrowing under the bank credit agreement In 
the fourth quarter of 2008, the Gompany 
terminated $550 million of these floating-to-
fixed interest rate swap agreements resutting 
in a loss of approximately $17 million recorded 
in Accumulated other comprehensive toss in 
the accompanying consolidated balance sheet 
(see Note 14). 

In the second quarter of 200,8. International 
Paper issued $3 billion of unsecured senior 
notes consisting of $1 billion of 7.4% notes due 
in 2014. $1.7 billion of 7.95% notes due in 
2018. and $300 million of 8.7% notes due in 
2038. Debt issuance costs of approximately 
$20 million related to the new debt were 
recorded in Deferred charges and other assets 
in the accompanying consolidated balance 
sheet and are being amortized over the terms 
of the respective notes. 

Also in the second quarter of 2008. 
International Paper entered into a series of 
fixed-to-floating interest rate swap agreements, 
with a notional amount of $1 billion and 
maturities in 2014 and 2018, to manage 
interest rate exposures associated with the 
new $3 billion of unsecured senior notes. 
These interest rate swaps are being accounted 
for as fair value hedges in accordance with 
SFAS' No. 133. tn 2008. Internationai Paper 
terminated $1.8 billion of interest rate swap 
agreements designated as fair value hedges, 
including some of the above fixed-to-floating 
interest rate swaps, resulting in a gain of $127 
million. This gain was deferred and recorded in 
Long-term debt in the accompanying 
consolidated balance sheet to be amortized 
over the life of the related debt obligations 
through June 2018 (see Note 13), 

International Paper utilizes interest rate swaps 
to change the mix of fixed and variable rate 
debt and manage interest expense. At 
December 31. 2008. International Paper had-
interest fate swaps with a totat, notional amount 
of $1.4 billion and maturities ranging from one 
to eight years. During 2008. existing swaps 
decreased the weighted average cost of debt 
from 6.41% to an effective rate of 6.07%. The 

2007: Financing activities during 2007 included 
debt issuances of $78 million and retirements 
of $.875 million, for a net reduction of $797 
million. 

In December 2007, International Paper 
repurchased $96 million of 6.65% notes with 
ari original maturity date of December 2037. 
Other reductions in the fourth quarter of 2007 
included the repayment of $147 million of 
maturing 6.5% debentures, and the payment of 
$42 million for various environmental and 
industrial development bonds with coupon 
rates ranging from 4.25% to 5.75% that also 
matured within the quarter. 

In October 2007, International Paper 
Investments (Luxembourg) S.ar.l, a wholly-
owned subsidiary of International Paper, 
issued $75 million of long-term notes with an 
initial interest rate of LIBOR plus 100 basis 
points an'd a maturity date in April 2009, in 
connection with its investment in the Ilim 
Holding S.A. joint venture. 

In the second quarter of 2007, international 
Paper repurchased $35 million of 5.85% notes 
with an original maturity in October 2012. 

tn March 2007. Luxembourg repaid $143 
million of long-term debt with an interest rate of 
LIBOR plus 40 basis points and a maturity 
date in November 26fO. Other debt activity in 
the- first quarter included the repayment of 
$198 million of 7:625% notes that matured 
within the quarteir. 

At December 31. 2007. international Paper 
had interest rate swaps" with a total notional 
amount of $1.7 billion arid maturities ranging 
from one to nine years. During 2007, existing 
swaps increased the weighted average cost of 
debt from 6.51% to an effective rate of 6.62%. 
The inclusion of the offsetting interest income 
from short-term investments reduced this 
effective rate to 4.36%. 

Other financing activity in 2007 included the 
repurchase of 33.6'million shares of 
International Paper common stock for 
approximately $1.2 billion, and a net issuance 
of 5.2 million shares under various incentive 
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inclusion of the offsetting interest income from 
short-term investments further reduced this 
effective-rate to 5.21%. 

Other financing activities during 2008 included 
a net issuance of approximately 2.4 million 
shares of treasury stock for various incentive 
plans, including stock option exercises that 
generated approximately $1 million of cash 
and restricted stock that did not generate cash. 
Payments of restricted stock withholding taxes 
totaled $47mittipri. 

plans, including stock option exercises that 
generated $128 million of cash. 

2006: Financing activities dunng 2006 included 
debt issuances of $223 million and retirements 
of $5.4 billion, for a net debt reduction of $5.2 
billion. 

tri December 2006, International Paper used 
proceeds of $2.2 billion from its 2006 
Transformation Plan forestiand sales to retire 
notes with interest 

" 3S- • 
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rates ranging from 3,8% to 10,0% and original 
maturities from 2008 to 2029. Also in the fourth 
quarter of 2006, Luxembourg repaid $343 
million of long-term debt with an interest rate of 
LIBOR plus 40 basis points and a maturity 
date in November 2010. 

In August 2006, International Paper used 
approximately $320 million of cash to repay its 
maturing 5.375% euro-denominated notes that 
were designated as a hedge of euro functional 
currency net investments. Other debt activity in 
the third quarter included the repayment of 
$143 million of 7.875% notes and $96 million 
of 7% debentures, alt maturing within the 
quarter. 

In June 2006, international Paper paid 
approximately $1.2 billion to repurchase 
substantially alt of its zero-coupon convertible 
debentures at a price equal to their accreted 
principal value plus interest, usirig proceeds 
from divestitures and $730 miilibri qf third-party'-
commercial paper issued under the 
Company's receivables securitization program. 
At December 31, 2006. International Paper 
had repaid alt of its commercial paper 
borrowed under its receivables securitization 
program. 

In February 2006. International Paper 
repurchased $195 million of 6,4% debentures 
with an original maturity date of February 
2026. Other reductions in the first qijarter of 
2006 included eariy payment bf approximately 
$495 million of notes with coupon rates 
ranging from 4.0% to 8.875% and original 
maturities from 2007 to 2029. 

At December 31. 2006, International Paper 
had interest rate swaps with a total notional 
amount of $2.2 billion and maturities ranging 
from one to ten years. In 2006. these swaps 
increased the weighted average cost of debt 
from 6,05% to an effective rate of 6,18%. The 
inclusion of the offsetting interest income from 
short-term investments reduced this effective 
rate to 4.95%. 

Other financing activity iri 2006' inclijded the 
repurchase of 39.7 million shares of 
International Paper common stock for 

$4.8 billion and approximately $400 million of 
International Paper promissory notes for 
interests in entities formed to monetize the 
notes. International Paper determined that it 
was not the primary beneficiary of these 
entities, and therefore should not consolidate 
thes'e entities During 2006, these entities 
acquired an additional $4.8 billion of 
International Paper debt securities for cash, 
resulting in a'totat of approximately $5.2 billion 
of International Paper debt obligations held by 
these entities at December 31, 2006, Since 
international Paper has, and intends to affect, 
a legal right to offset its obligations under 
these debt instruments with its investments in 
the entities, International Paper has offset $5.1 
billion of interest in the entities against $5,1 
billion of Interriational Paper debt obligations 
held by the entities as of December 31, 2008, 

tnternationat Paper also holds variable 
interests in two financing entities that were 
used to monetize long-term notes received 
from sales of forestiands in 2002 and 2001, 

See Npte 8 of the Notes to Consolidated 
Financial Statemerits in Item 8, Financial 
Statements and Supplementary Data for a 
further discussion of these transactions. 

Liquidity and Capital Resources Outlook 
for2009 

Capital Expenditures and Long-Term Debt 

International Paper expects to be able to meet 
projected capital expenditures.- service existing 
debt and rneet working capital and dividend 
requirements during 2009 through current cash 
balances and cash from operations, 
supplemented as required by its various 
existing credit facilities. 

At December 31. 2008, tnternationat Paper 
had approximately $1.1 billion in cash and $2.5 
billion of committed bank credit agreements, 
which management believes are adequate to 
cover expected operating cash flow variability 
during the current economic cycle. The credit 
agreements generally provide for interest rates 
at a floating rate index plus a pre-determined 
margin dependent upon International Paper's 
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approximately $1.4 billiori, and a net issuance 
of 2.8 million shares under various incentive 
plans, including stock option exercises that 
generated $32 million of cash. 

Off-Balance Sheet Variable Interest Entities 

During 2006 in connection with the sate of 
approximately 5.6 million acres of forestiands 
under the Company's 2006 Transformation 
Plan, the Gompany exchanged installment 
notes totaling approximately 

credit rating. These agreements include a $1.5 
billion fully committed revolving bank credit 
agreement that expires in March 2011 that has 
a facility fee of 0.10% payable quarteriy. and a 
receivables securitization program that 
provides, up to. $1.0 billion of committed 
commercial paper-based financings based on 
eligible,,"receivable balances that expires in 
October 2009 and has a facility fee of 
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0.10%. At December 31. 2008. there were no 
borrowings under either the bank credit 
agreements or receivables securitization 
program. On January 23, 2009, the Company 
amended the receivables securitization 
program to extend the maturity date from 
October 2009 to January 2010. The amended 
agreement has a facility fee of 0.75% payable 
quarterly. The Company also intends to 
expand the coverage bf its securitization 
program during 2009 to iriclude some of its 
receivables in Europe. 

international Paper has approximately $1.6 
billion of debt and notes payable obligations 
maturing in 2009. tn January 2009. the 
Gompany used approximately $362 million of 
cash to repay its maturing 4.25% notes. Other 
debt obligations maturing in 2009 include 
500 million of euro-denominated debt 
(equivalent to $696 million at December 31, 
2008) that matures in Aug.ust ,2009. 
International Paper is currentiy negotiating the 
refinancing of this" euro-denominated.debt. 

The Company was in compliance with all its 
debt covenants at December 31, 2008. The 
Company's financial covenants require the 
maintenance of a minimum net worth of $9 
billion and a total-debt-to-capital ratio of less 
than 60%, At December 31, 2008, Internatiorial 
Paper's net worth, as defined, was $11,2 
billion, and the totat-debt-to-capital ratio w^s 
51,9%, Net worth is defined iri the covenants 
as- the sum of common stock, paid-in capital 
and retained earnings; less treasury stock plus, 
any cumulative goodwill impairment charges. 
The calculation also excludes other 
comprehensive income. The totat-debt-to-
capitat ratio is defined as total debt divided by 
the sum of totat debt plus net worth. 

The Gompany will continue to rely upon debt 
and capital riiarkets for the majority of any 
necessary long-term fundirig not provided by 
operating cash flows. Funding decisions will be 
guided by our capital structure planning 
objectives. The primary goals bf the 
Company's capital structure planning are to 
maximize financial flexitiility and. preserve 
liquidity white reducing interest expense. The 

Contractual obligatioris for ftjtufb payhierits 
under existing debt and lease Gornrnitments 
and purchase obligations at December 31, 
2008. were as follows: 

Inmillions 2009 2010 2011 : r ^ n 2ai;3;Thiiai 
Maturities 

bf long-
term 
debt.(a),$ 828 $1,344 $1,389$ 967 $1,504$ 6,C 

Debt 
obligations 
with 
right of 
offset 
(b) - 511 42 - - 5,C 

obligations 174 14? 124 106 86 1 
Purchase 

obligations 
(c) 2,570 630 585 575 530 4,C 

Total (d) $3.572 $2.632 $2.140 $1,648 $2.120$ 15,3 
(a) total debt includes scheduled principal payments 

only. The 2009 debt maturities reflects the 
reclassification gf $796 rriillion of Notes payable 
and cijrrent matunties of long-term debt, including 
the 500 million of eurodenominatod debt, to Long-
term debt based on Intemational Paper's intent and 
ability to renew or convert these obligations, as 
evidenced by ihe Company's available bank credit 
agreements. 

(b) Represents debt obligations borrowed from non-
consolidated variable interesf entities for which 
International Paper has, and intends lo affect, a 
legal right to offset these obligations with 
investments held in the entities. Accordingly, in its 
consolidated balance sheet at December 31, 2008, 
Interriational Paper has offset approximately $5.7 
billion of interests in the entities against this $5.7 
billion of debt obligations held by the entities (see 
Note 8'in the accompanying consolidated financial 
statements). 

(c) Includes $2.9 billion relating to fiber supply 
agreements entered into al the time of the 2006 
Transformation Plan forestland sales. 

(d)Not included in the above table due to the 
uncertainty as to the amount and timing of the 
payment are uniecoghized tax benefits ol 
approximately S331 million. 

Pension Obligations and Funding 

At December 31, 2008, the projected benefit 
obligation for the Company's U.S, defined 
benefit plans, determined under U.S. Generally 
Accepted Accounting Principles was 
approxifnatety $3.2 billiori higher than the fair 
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majority of International Paper's debt is 
accessed through global public capital markets 
where we have a wide base of investors. 

Maintaining an investment grade credit rating 
is an important element of International 
Paper's financing strategy,, At, December 31, 
2008. the Company held long-term credit 
ratings of BBB (negative outiook) and Baa3 
(negative outlook) by S&P and Moody's, 
respectively, The Company currentiy has 
short-term credit ratings of A-3 and P-3 by 
S&P and Moody's, respectively. 
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value of plan assets. Approximately $2.9 billion 
of this amount relates to plans that are subject 
to miriimum funding requirements. Under 
current IRS funding rules, the calculation of 
minimum funding requirements differs from the 
calculation of the present value of plan benefits 
(the projected benefit obligation) fbr accounting 
purposes. In December 2008. the Worker, 
Retiree and. Employer Recovery Act of 2008 
(WERA) was passed by the U.S. Congress 
which provided for pension funding relief and 
technical corrections. Funding contributions 
depend on the funding method setected by the 
Gompany. and the timing of its implementation. 
as well as on actual demographic data and the 
targeted funding 
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level. At this time, we do not expect that the 
finalization of the funded status as of 
December 31, 2008 will require the Gompany 
to make confributions to its plans in 2009, Th.e 
timing and amount of contributions in 2010 and 
beyond, which could be material, will depend 
on a number of factors, including the actual 
earnings and changes in values bf plan assets, 
changes in interest rates and the possible 
impact of other funding relief proposals that 
may be adopted by Congress, 

Alternative Fuel Credits 

The U.S. Internal Revenue Code allows an 
excise tax credit for alternative fuel mixtures 
produced by a taxpayer for sate, or for use.as 
a fuel in a taxpayer's frade or business. The 
credit, equal to $.50 per gatton of alternative 
fuel contained in the mixture, is refundable to 
the taxpayer. During the fourth quarter of 2008, 
the Company filed to be registered as an 
alternative fuel mixer, and in January 2009 
received notification that the regisfration was 
approved. The Company continues to 
accumulate information to fite for refunds for 
eligible periods, generally subsequent to 
November 2008. 

CRITICAL ACCOUNTING POLICIES 

The preparation of financial statements in 
conformity with generally accepted accounting 
principles in the United States requires 
International Paper to establish accounting 
policies and to make estimates that affe"ct both 
the amounts and timing of the recording of 
assets, liabilities, revenues and expenses. 
Some of these estimates require judgments 
about matters that are inherentiy uncertain. 

Accounting policies whose application may 
have a significant effect on the reported results 
of operations and financial position of 
International Paper, and that can require 
judgments by management that affect tiieir 
application, include SFAS No. 5, "Accounting 
for Contingencies," SFAS No. 144. 
"Accounting for the Impairment-or Disposal of 
Long-Lived Assets." SFAS No. 142, "Goodwill 
and Other Intangible Assets," SFAS No. 87. 
"Employers' Accounting for Pensions," SFAS 

are recorded when it is probable that a liability 
has been incurred or an asset impaired and 
the amount of the toss can be reasonably 
estimated. Liabilities accrued for legal matters 
require judgments regarding projected 
outcomes and range of loss based on 
historical experience and recommendations of 
legal counsel. Additionally, as discussed in 
Note 11 of the Nbtes to Consolidated Financial 
Statements in Item 8. Financial Statements 
and Supplementary Data, reserves for 
projected future claims settlements relating to 
exterior siding -and roofing products previously 
manufactured by the Company's former 
Masonite business require judgments 
regarding projections of future costs per claim. 
Internatibnal Paper utilizes a third party 

-consultant to assist in developing these 
-estimates. Liabilities for environmental matters 
require evaluations of relevant environmental 
regulations and estimates of future remediation 
alternatives and costs, international Paper 
determiries these estimates after a detailed 
evaluation of each site. 

IMPAIRMENT OF LONG-LIVED ASSETS AND 
GOODWILL An impairment of a long-lived asset 
exists when the asset group's carrying amount 
cannbt be recovered through future operations 
and exceeds its fair value. An impaimient 
charge is then recorded to reduce the carrying 
amount to fair value. Assessments of possible 
triipairments of long-lived assets are made 
when everits or changes in circumstances 
indicate that the carrying value of the asset 
may not be recoverable through future 
operations. A goodwill impairment exists when 
the carrying amount of a reporting units 
goodwill exceeds its implied fair value. Testing 
for possible impairment of goodwill is required 
annually, and on an interim basis if an event 
occurs or circumstances change that, more 
likely than not, would reduce tiie fair value of a 
reportirig unit below its carrying amount. The 
amount and timing of these impairment 
charges require the estimation of future 
reporting unit cash flows, cost-ofcapitat 
discount rates and the fair market value of the 
related business unit assets and liabilities 

PENSION AND POSTRETIREMENT BENEFIT 
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No. 106. "Employers' Accounting for 
Postretirement Benefits Other Than Pensions," 
as ariiended by SFAS Nos. 132 and 132(R), 
"Employers' Disclosures About Pension and 
Other Postretirement Benefits," SFAS No. 158, 
"Employers' Accounting, for Defined Benefit 
Pension and Other Postretirement Plans," and 
SFAS No. 109, "Accounting for income Taxes." 
The following is a discussion of the impact of 
these accounting policies ori tnternationat 
Paper: 

CONTINGENT LIABILITIES AccruatS for 
contingent liabilities, including legal and 
environmental matters, 

OBLIGATIONS The charges recorded for 
pension and other postretirement benefit 
obligations are determined annually in 
conjunction with Internationa! Paper's 
consulting actuary, and are dependent upon 
various assumptions including the expected 
lorig-term rate of return on plan assets, 
discount rates, projected future compensation 
increases, health care cost trend rates and 
riibrtality rates. 

INCOME TAXES Internatiorial Paper records its 
global tax provision based on the respective 
tax rules 
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and regulations for the jurisdictions in which it 
operates. Where the Gompany believes that a 
tax position is supportable for income tax 
purposes, the item is included in its income tax 
returns. Where treatment of a position is 
uncertain, a liability is recorded based upon 
the expected most likely outcome taking into 
consideration the technical merits of the 
position based on specific tax regulations and 
facts of each matter. Changes to recorded 
liabilities are onty made when an identifiable 
event occurs that changes the likely outcome, 
such as settiement with the relevant tax 
authority, the expiration of statutes of limitation 
for the subject tax year, change in tax laws, or 
a recent court case that addresses the matter. 

White International Paper believes that these 
judgmerits and estimates are appropriate and 
reasonable under the circumstances, actual 
resolution of these matters may differ from 
recorded estimated amounts. 

SIGNIFICANT ACCOUNTING ESTIMATES 

GOODWILL IMPAIRMENT ANALYSIS Under the 
provisions of Statement of Financial 
Accounting Standards No. 142, the testing of 
goodwill for possible impairment is a two-step 
process, tn the first step, the fair value of the 
Coriipany's reporting units is compared with 
their carrying value, including goodwill. If fair 
value exceeds the carrying value, goodwill is 
not considered to be impaired, tf the fair value 
of a reporting unit is betow the carrying, value, 
then step two is performed to measure the 
amount of the goodwill impairment toss for the 
reporting unit. This analysis requires the 
determination of the fair value of all of the 
individual assets and liabilities of the reporting 
unit including any currentiy unrecognized 
intangible assets, as if the reporting unit had 
been purchased on the analysis date. Once 
these fair values have- been' determiried, th^ 
iriiplied fair value of the unit's goodwill is 
calculated as the excess, if any, of the fair 
value of the reporting uriit determined in step 
one over the fair value of the net assets 
determined in step two. The carrying value of 
goodwill is then reduced to this implied value, 
or to zero if the fair value of the assets 

each reporting unit These calculations require 
many estimates, including discount rates, 
ftjture growth rates, and cost and pricing 
trends for each reporting unit Subsequent 
changes in economic and operating conditions 
can affect these assumptions and could resutt 
in additibnat interim testing and goodwill 
impaimient charges in future periods. Upon 
completion, the resulting estimated fair values 
are then analyzed for reasonableness by 
comparing them to earnings multiples for 
historic industry business transactions, and by 
comparing the sum of the reporting unit fair 
values and other corporate assets and 
liabilities divided by diluted common shares 
outstanding to the Company's market price per 
share on the analysis date. 

During 2008,, as in prior years, the Company 
performed the required annual goodwill testing 
for impairment as of the beginning of the fourth 
quarter, resulting in a $59 million impairment 
charge to write off all goodwill for the 
Company's European Coated Paperboard 
business. Subsequent to this testing date, the 
Gompany performed an interim test as of 
December 31, 2008 and recalculated the 
estimated fair value of its reporting units as of 
that date using updated future cash flow 
projections and higher cost-ofcapitat discount 
rates. Ba.sed on this testing, step two testing 
for possible impairment was required for the 
Company's U.S. Printing Papers business and 
its U.S. Coated Paperboard business. Based 
on managemerifs preliminary estimates, an 
additional goodwill impairment charge of $379 
million was recorded, representing alt of the 
goodwill for the U.S, Coated Paperboard 
business, as this was managemenfs best 
estimate of the minimum impairment charge 
that wilt be required upon the completion of 
detailed step twp anatyse.s, tn February 2009, 
based on additional work performed to date, 
management determined that it was probable 
that att of the $1.3 billion of recorded goodwill 
for the U,S. Printing Papers business would be 
impaired when testing is completed. 
Accordingly, an additional goodwill impairment 
charge of $1.3 billion was recorded as a 
charge to operating results for the year ended 
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exceeds the fair value of the reportirig unit, 
through a goodwill impairment charge. 

The impairment analysis requires a number of 
judgriients by managefnent Iri calculating the 
estimated fair value of its reporting units iri 
step one, the Company uses the projected 
future cash flows to be generated by each uriit 
over the estimated remaining useful operating 
lives of the units assets, discounted using the 
estimated cost-of-capital discount rate for 

39 

December 31, 2008. Due to the complexity of 
the .businesses involved, it is expected that 
testing wilt be firialized for these businesses by 
the end of the first quarter of 2009. 

PENSION AND POSTRETIREMENT BENEFIT 
ACCOUNTING The calculations of pension and 
posfretirement benefit obligations and 
expenses require decisions about a number of 
key assumptions that can significantty affect 
liability and expense amounts, including the 
expected long-term rate of return on plan 
assets, the discount rate used 
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to calculate plan liabilities, the projected rate of 
future compensation increases and health care 
cost trend rates. 

Benefit obligations and fair values of plan 
assets as of December 31, ,2008, for 
International Paper's pension and 
postretirement plans are as follows: 

In millions 
U.S. qualified 

pension 
U.S. nonqualified 

pension 
U.S. postretirement 
Non-U.S. pension 
Non-U.S. 

postretirement 

Benefit 
Obligation 

Fair Value of 
Plan Assets 

S 8,960 

315 
596 
168 

19 

6,079 

115 

The table below shows assumptions used by 
International Paper to calculate U.S. perision 
expenses for the years shown: 

2008 2007 2006 
Discount rate 6.20% 5.75% 5.50% 
Expected long-term 

return on plan assets 8.50% 8.50% 8.50% 
Rate of compensation 

increase 3.75% 3.75% 3.25% 

Additionally, health care cost trend rates used 
in the calculation of U.S. postretirement 
obligations for the years shown were: 

2008 2007 
Health care cost trend rate 

assumed for next year 
Rate that the cost trend rate 

gradually declines to 
Year that the rate reaches the 

rate it is assumed to remain 

9.50% 10.00% 

5.00% 5.00% 

2017 2017 

International Paper determines these actuarial 
assumptions, after consultation with our 
actuaries, on December 31 of each year tb 
calculate liability informatiori as of that date 
and pension and postretirement expense for 
the foilovying year. The discount rate 
assumption is determined based on a yield 
curve that incorporates approximately 500 Aa-
graded bonds. The plan's projected cash 
payments, are then matched to this yield curve 
to develop the discount rate. The expected 
long-term "rate of return on plan assets reflects 

imately $29 miilion. The effect on net 
postretirement benefit oost from a 1% increase 
or decrease in the annual trend rate would be 
approximately $2 million. 

Actual rates of return earned on U.S. pension 
plan assets'for each of the tast 10 years were: 

Year Return Year Return 
2008 
2007 
2006 
2005 
2004 

(23.6)% 
9.6% 

14.9% 
11.7% 
14.1% 

2003 
2002 
2001 
2000 
1999 

26.0% 
(6.7)% 
(2 4)% 
(1.4)% 

21.4% 

SFAS No. 87, "Employers' Accounting for 
Pensions," provides for delayed recognition of 
actuarial-gains and tosses, including amounts 
arising frorri changes in Uie estimated 
projected plan benefit obligation due to 
changes in the assumed discount rate, 
differences-between the actual and expected 
return on plan assets, and other assumption 
changes; These net gains and losses are 
recognized in pension expense prospectively 
over a period that approximates the average 
remaining service period of active empioyees 
expected to receive benefits under the plans 
(approximately 9 years) to the extent that they 
are not offset by gains and Ibsses in 
subsequent years,. The estimated net ioss and 
prior service cost that will be amortized from 
OGI into net periodic pension cost for the U.S, 
pension plans over the next fiscal year are 
$176 million.and $29 million, respectively. 

Net periodic pension and postretirement plan 
expenses, calculated for. alt of tnternationat 
Paper's plans, were as follows: 

in millions 2008 2007 2006 2005 2004 
Pension 

expense 
U S,'plans 

(non
cash) 

Non-U.S. 
plans 

Postretirement 
expense 
U.S. plans 
Non-U.S. 

plans 

$123 S210 S377 $243 $111 

17 

28 15' 

15 

20 

i;5 

53 

Net expense $158 $238 $404 $281 $181 

http://vvww.sec,gov/Arehi vcs/edgai7datii/51434/00011931250903 8657/d 1 Ok.htm 2/18/20;i0 

http://vvww.sec,gov/Arehi


For the fiseal year eiided Decbmber 31,2008; Page 80 of 213 

projected returns for an investment mix 
determined upon completion of a detailed 
asset/liability study that meets the plans' 
investment objectives. 

Increasing (decreasing) the expected long-
term rate of return on U,S. plan assets by an 
additional 0.25% would decrease (increase) 
2009 pension expense by approximately $19 
million, white a (decrease) increase of 0.25% 
in the discount rate would (increase) decrease 
pension expense by approx-

The decrease in 2008 U.S. pension expense 
principally reflects an increase in the assumed 
discount rate to 6.̂ 20% in 2008 from 5.75% in 
200.7 and tower amortization of unrecognized 
actuarial tosses. The decrease in 2007 U.S. 
pension expense principally reflects lower 
amortization of unrecognized actuarial tosses, 
an increase in the assumed discount rate to 
5:75% in 2007 from 5.50% in 2006, the 
earnings on 
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the $1.0 billion contribution made to the plan 
during the fourth quarter of 2006, and a 
decrease in active participants due to 
divestitures. 

Assuming that discount rates, expected long-
term returns on plan assets and rates of future 
compensation increases remain the same as 
in 2008, projected future net periodic pension 
and postretirement plan expenses would be as 
fbllows: 

Inmillions 20lO!(a): ;2Q09;(a) 
Pension expense 

U S. plans (non-cash) 
Non-U.S, plans 

Postretirement expense 
U S. plans 
Non-U.S, plans 

$̂  :31'7̂  
"§• 

39 
3 

;$ -245 
•-;;8.-

39 
2 

Net expense 368 294 

(a) Based on 12/3f/08 assuriiptions. 

The Gompany estimates that it witl record net 
pension expense of approximately $245 million 
for its U.S. defined benefit plans in 2009. with 
the increase from expense of $123 million in 
2008 principally reflecting the additional 
employees of the GBPR business acquired in 
2008. a lower return on asset assumption of 
8,25% in 2009 from 8.50% in 2008. higher 
amortization of actuarial losses and a 
decrease in the assumed discount rate to 
6.00% in 2009 from 6.20% in 2008. Net 
postretirement benefit costs in 2009 will 
increase primarily as a resutt of the expiration 
of prior service cost amortization credits from 
plan amendments made in prior years. 

The market value of plan assets, for 
International Paper's U.S. qualified pen.sion 
plan at December 31. 2008 totaled 
approximately $6.1 billion, consisting of 
approximately 39% equity securities. 39% debt 
securities, and 22% real estate and other 
assets. Plan assets did npt include 
Internatibnal Paper commbn stock. 

The Company's funding policy for its quatified 
pension plans is to contribute amounts 
sufficient to meet legal funding requirements, 
plus any additional amounts that the Gompany 
may determine to be appropriate considering 

funded to the extent of benefit payments, 
which totaled $24 million for the year ended 
Decemt3er31.2008., 

ACCOUNTING FOR STOCK OPTIONS. 
International Paper adopted the provisions of 
SFAS No. 123(R), "Share-Based Payment." to 
account for stock options in the first quarter of 
2006 using the modified prospective method. 
Under this method, expense for stock options 
is recorded over the related sen/ice period 
based on the grant-date fair market value. 

During each reporting penod, diluted earnings 
per share is calculated by assuming that "in-
the-money" options are exercised and the 
exercise proceeds are used to repurchase 
shares' in the marketplace. When options are 
actually exercised, option proceeds are 
credited to equity and issued shares are 
inclLJded in the computation ot earnings per 
cbnrimbn share, with no effect on reported 
earnings. Equity is also increased by the tax 
benefit that tnternationat Paper witl receive in 
its tax return for income reported by the 
optionees in their individual tax returns. 

At December 31. 2008. 25.1 million options 
were outstanding with exercise prices ranging 
from $29.31 to $66.69 per share. At 
December 31. 2007. 28.0 million options were 
outstanding with exercise prices ranging from 
$29.31 to $66.81 per share. 

INCOME TAXES 

The Company's effective income tax rates, 
before minority interest equity earnings and 
discontinued operations, were (14)%, 25% and 
59% for 2008, 2007 and 2006, respectively. 
These effective tax rates include the tax effects 
of certai.n special and ,unusuat items that can 
significantiy affect the effective income tax rate 
in a given year, but may not recur in 
subsequent years. Management believes that 
the effectivetax rate computed after excluding 
these special or unusual items may provide a 
better estimate of the rate that might be 
expected'in future years if no additional special 
or unusual items were to occur in those years. 
Excluding these special and unusual items, the 
effective income tax rate for 2008 was 31,5% 
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the funded status of the plan, tax deductibility, 
the cash flows generated by the Company, 
and other factors. The Company expects to 
have no obligation to fund its domestic 
quatified plan in 2009 and made no 
contributions in 2008. The Company 
continually reassesses the amount and timing 
of any discretionary contributions. The 
nonqualified defined benefit plans are 

41 

of pre-tax earnings compared with 30% in 
2007 and 29% in 2006. The increases in the 
rate in 2008 and 2007 reflect a higher 
proportion of earnings in higher tax rate 
jurisdictions. We estimate that the 2009 
effective income tax rate wilt be approximately 
-32-33% based on expected earnings and 
business conditions; however, tax incentives 
included in the recently enacted American 
Recovery and Reinvestment Act of 2009 could 
significantiy reduce that tax rate. 
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RECENT ACCOUNTING DEVELOPMENTS 

The foltowing represent recentiy issued 
accounting pronouncements that will -affect 
reporting and disclosures in future periods; 

ASSET TRANSFERS, VARIABLE INTEREST 
ENTITIES, AND QUALIFYING SPECIAL PURPOSE 
ENTITIES: In December 2008, the Financial 
Accounting Standards Board (FASB) issued 
FSP FAS 140-4 and FIN 46(R)-8. which 
require public companies to provide additional 
disclosures about transfers of financial assets 
and an enterprise's involvemerit with variable 
interest entities, including qualifying special 
purpose entities. The disclosures required by 
this FSP must be provided in financial 
statements for the first reporting period ending 
after December 15, 2008 (calendar year 2008). 
The Company included the requirements of 
this FSP in the preparation of the 
accompanying financial statements. 

ACCOUNTING FOR CONVERTIBLE DEBT 
SECURITIES: In May 2008, the FASB issued 
FSP APB 14-1, "Accounting for Convertible 
Debt Instruments That May Be Settled in Cash 
upon Conversion (Including Partial" Cash 
Settiement)." This FSP specifies that issuers 
that have convertible debt instrumerits that 
may be settied in cash upon conversion 
(including partial cash settlement) should 
separately account for the liability and equity 
components in a manner that wilt reflect the 
entity's nonconvertible debt borrowing rate 
when interest cost is recognized in subsequent 
periods. This FSP is effective for financial 
statements issued in fiscal years (and interim 
periods) beginning after December 15, 2008 
(calendar year 2009), and should be applied 
retrospectively to atl past periods presented 
even if the instrument has matured, has been 
converted, or has othenwise been extinguished 
as of the FSP's effective date. The Gompany 
has no convertible debt instruments that may 
be settled in cash upon conversion. 

INTANGIBLE ASSETS; In April 2008, the FASB 
issued FSP FAS 142-3, "Determination of the 
Useful Life of Intangible Assets," which 
amends the factors that should be considered 
in developing renewal or extension 

Statement No. 133." This statement requires 
qualitative disclosures about objectives and 
strategies for using derivatives, quantitative 
disctosiires about fair value amounts of and 
gains and tosses on. derivative instruments, 
and disclosures about credit- risk-related 
contingent features' in derivative agreements. 
Statement No. 161 is effective for fiscal years 
(and interirii periods) beginning after 
November 15, 2008 (calendar year 2009). The 
Company intends to provide these disclosures 
beginning in the first quarter of 2009. 

BUSINESS COMBINATIONS: In December 2007, 
the FASB issued SFAS No. 141 (R), "Business 
CoiTibinations." Statement 141(R) establishes 
principles and requirements for how an 
acquiring entity in a business conhbination 
recognizes and measures the assets acquired 
and' liabilities assumed in the transaction; 
establishes the acquisition-date fair value as 
the measurement objective for atl assets 
acquired and liabilities assumed; and requires 
the acquirer to disclose to investors and other 
users att of the information needed to evaluate 
and understand the nature and financial effect 
of the business combination. This statement 
will be effective prospectively for business 
combinations for which the acquisition date is 
on or after the beginning of the first annual 
reporting period beginning on or after 

.December 15, 2008 (calendar year 2009). The 
Company is currently evaluating the provisions 
of this statement. 

NONCONTROLLING INTERESTS IN 
CONSOLIDATED FINANCIAL STATEMENTS: In 
December 2007, the FASB also issued SFAS 
No. 160, "Noncontrolling interests in 
Consolidated Financial Statements - An 
Amendment of ARB 51." This statement 
clarifies that a noncontrolling (minority) interest 
in a subsidiary is an ownership interest in the 
entity that should be reported as equity in the 
consolidated financial statements. It also 
requires consolidated net income to include 
the amounts attributable to both the parent and 
noncontrolling interest, with disclosure on the 
face of th.e consolidated income statement of 
the amounts attributed to the parent and to the 
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assumptions used in determining .the useful life 
of a recognized intangible asset This FSP is 
effective for financial statements issued for 
fiscal years (and interim periods) begipriing 
after December 15. 2008. The Gompany is 
currentiy evaluating the provisioris of this FSP. 

DERIVATIVE INSTRUMENTS AND HEDGING 
ACTIVITIES: In March 2008. the FASB issued 
SFAS No. 161. "Disclosures about ^Derivative 
Instruments and Hedging Activities - An 
Amendriient of FASB 

npncontrplling intere.st. This, statement will be 
effective prospectively for fiscal years 
beginning after December 15. 2008 (calendar 
year 2009). with preseritation and disclosure 
requirements applied retrospectively to 
coriiparative financial statements. The 
Company will apply the provisions of this 
standard in the first quarter of 2009, and does 
not anticipate this wil! have a materiat effect on 
its consolidated financial statements 

42 

http://Www.see.gov/A;rcHives/bdgMdM;i 434/00011931250903 865 7/d 1 Ok.htm 2/18/2010 

http://Www.see.gov/A;rcHives/bdgMdM;i


For the fiscal year ended December 31,2008 ::pag|:P:«213 

•.wxiimt3fm^'~iify'>immmms:ii«MS^^^'-iii-ixm:sm^mmyt^*^^ 

Table (>f Con tenths 

FAIR VALUE OPTION FOR FINANCIAL ASSETS 
AND FINANCIAL LIABILITIES: In February 2007, 
the FASB issued SFAS No. 159, "The Fair 
Value Option for Financial Assets and 
Financial Liabilities - Including an Amendrhent 
of FASB Statement No. 115." This statement 
permits an entity to measure certain financial 
assets and financial liabilities at fair value, 
which would result in the reporting of 
unrealized gains and tosses in earnings at 
each subsequent reporting date. The fair value 
option may be elected on an instrument-by-
instrument basis, with few exceptions, as long 
as it is applied to the instrument in its entirety. 
The statement establishes presentation arid 
disclosure requirements to help financial 
statement users understand the effect of an 
entity's etection ori its earnings,, but does not 
eliminate the disclosure requirements of other 
accounting standards. This statement was 
effective January 1, 2008. The Gompany 
elected not to apply the fair value option to any 
of its financial assets or liabilities. 

EMPLOYERS' ACCOUNTING FOR DEFINED 
BENEFIT PENSION AND OTHER 
POSTRETIREMENT PLANS: In December 2008, 
the FASB issued FSP FAS 132(R)-1 which 
amends Stateriierit No. 132(R) to require more 
detailed disclosures about employers' plan 
assets, including employers' investment 
strategies, major categories of plan assets, 
concentrations of risk within plan assets, and 
valuation techniques used to measure the fair 
value of plan assets The disclosures required 
by this FSP must be provided in financial 
statements for fiscal years ending after 
December 15, 2009 (calendar year 2009). The 
Gompany is currently evaluating the provisions 
of the FSP. 

In September 2006. the FASB issued SFAS 
No. 158; "Employers' Accounting for Defined 
Benefit Pension and Other Postretirement 
Plans - an Amendment of FASB Stateriients. 
No. 87. 88, 106, and 132(R)." This statement 
requires a calendar year-end company with 
publicly traded equity securities that sponsors 
a postretirement benefit plan to fully recognize, 
as an asset or liability, the overfunded or 
underfunded status of its benefit pl.an(s) in its 

Measurements," which provides a single 
definition of fair value, together with a 
framework for measuring it. and requires 
additional disclosure a.bout the use of fair value 
to measure assets and liabilities. It also 
emphasizes that fair value is a market-based 
measurement. not an entity-specific 
measurement, and sets out a fair value 
hierarchy with the highest teve! being quoted 
prices in active markets. In February 2008, the 
FASBJssued FSP FAS 157-2 which delays the 
effective date of Statement No. 157 for atl 
nonrecurring fair value measurements of 
nonfinancial assets and liabilities until fiscal 
years beginning after November 15, 2008 
(calendar year 2009). The Gompany partially 
adopted, the provisions of SFAS No. 157 with 
respect tp its financial assets and liabilities that 
are measured at fair value effective January 1. 
2008 (see Note 14). In October 2008. the 
FASB issued FSP FAS 157-3. which clarifies 
the apptication of SFAS No. 157 in cases 
where the market for the asset is not active. 
FSP FAS 157-3 is effective upon issuance. 
The Company considered the guidance 
provided by this FSP in the preparation of the 
accompanying financial statements. The 
Gompany is currentiy evaluating the effects of 
the remaining provisions of SFAS No. 157, 

ACCOUNTING FOR PLANNED MAJOR 
MAINTENANCE ACTIVITIES: in September 2006. 
the' FASB issued FSP No. AUG AlR-1, 
"Accounting for Planned Major Maintenance 
Activities," which permits the application of 
three alternative methods of accounting fbr 
planned major maintenance activities: the 
direct expense, built-in-overhaul, and deferral 
methods. The FSP was effective for the first 
fiscal year beginning after December 15, 2006. 
International Paper adopted the direct expense 
method of accounting for these costs in the 
first quarter of 2007 with no impact on its 
annual consolidated financial statements. 

ACCOUNTING FOR UNCERTAINTY IN INCOME 
TAXES: In June 2006, the FASB issued FASB 
Interpretation No. 48 (FIN 48). "Accounting for 
Uncertainty in Income Taxes, an Interpretation 
of FASB Statement No. 109." FIN 48 
prescribes a recognition threshold and 
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year-end balarice sheet It also requires a 
company to measure its plan assets and 
benefit obligations as of its year-end balance 
sheet date beginning with fiscal years ending 
after December 15. 2008. The Gompany 
adopted the provisions of this standard as of 
December 31, 2006. recording an additional 
liability of $492 million and an after-tax charge 
to Accumulated other comprehensive income 
of $350 million for its defined benefit and 
postretirement benefit plans. 

FAIR VALUE MEASUREMENTS: in September 
2006, the FASB issued SFAS No. 157. "Fair 
Value 

measurement attribute for the financial 
statement recognition and measurement of a 
tax position taken or expected to be taken in 
tax returns. Specifically, the financial statement 
effects of a tax position may be recognized 
only when it is determined that it is "more likely 
than nof that, based on its technical merits, 
the tax- position will be sustained upon 
examination by the relevant tax authority. The 
amount recognized shall be measured as the 
largest amount of tax benefits that exceed a 
50% probability of being recognized. 
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This interpretation also expands income "tax 
disclosure requirements, international Paper 
applied the provisions of this interpretation 
beginning in the first quarter of 2007. The 
adoption of this interpretation resulted in a 
charge to the beginning balance of retained 
earnings of $94 million at the date of adoption. 

ACCOUNTING FOR CERTAIN HYBRID FINANCIAL 
INSTRUMENTS: In February 2006, the FASB 
issued SFAS No. 155, "Accounting for Certain 
Hybrid Financial Instruments - an Amendment 
of FASB Statements No. 133 and 140," which 
provides entities with relief from having to 
separately determine the fair value of an 
embedded derivative that would otherwise be 
required to be bifurcated from its host contract 
in accordance with SFAS No. 1,33. This 
statement allows an entity to make an 
irrevocable election to measure such a hybrid 
financial instrument at fair value in its entirety, 
with changes in fair value recognized in 
earnings. This statement was ,effective for 
tnternationat Paper for atl financial instruments 
acquired, issued, or subject to a 
remeasurement event occurring after 
January 1. 2007, The adoption of SFAS 
No. 155 in 2007 did not have a material impact 
on the Company's consolidated financial 
stateriients. 

LEGAL PROCEEDINGS 

tnternationat Paper is subject to extensive 
federal and state environmental regulation as 
well as similar regulations internationally. Our 
continuing objectives are to: (1) control 
emissions and discharges from our facilities 
into the air, water and groundwater tp avoid 
adverse impacts on the environment (2) make 
continual improvements in environmental 
performance, and (3) maintain 100% 
compliance with applicable laws and 
regulations. A totat of $27 million was spent in 
2008 as planned for capital projects to control 
environmental releases into the air and water, 
and to assure environmeritatty sound 
management and disposal of waste. We 
expect to spend approximately $45 million in 
2009 for simitar capital projects. The capital 
forecast for 2009 reflects increased spending 

2011. The EPA is continuing the development 
of new programs and standards such as 
additional wastewater discharge allocations, 
water intake structure requirements and 
national ambient air quality standards. When 
regulatory requirements for new and changing 
standards are finalized, we wilt add any 
resutting future requirements to our 
expenditure forecast. 

tnternationat Paper has been named as a 
potentially resppnsible party in environmental 
remediation actions under various federa! and 
state laws, including the Comprehensive 
Environmental Response, Compensation and 
Liability Act (CERCLA). Most of these 
proceedings involve ,the cleanup of hazardous 
substances at large commercial landfills that 
received waste from many different sources. 
While joint and several liability is authorized 
under CERCLA and equivalent state laws, as a 
practical matter, liability for CERCLA cleanups 
is allocated among the many potential 
responsible parties. Based upon previous 
experience with respect to the cleanup of 
hazardous substances using presently 
available information, tnternationat Paper 
believes that its liability is not likely to be 
significant at 50 such sites, and that its liability 
-at 50 other sites is likely to be significant but 
not "material to International Paper's 
consolidated financial statements. Related 
costs are recorded in the financial statements 
when they are probable and reasonably 
estimable. International Paper believes that the 
probable liability associated with these 100 
matters is approximately $44 million. 

In addition to the above proceedings, other 
remediation costs, typically associated with the 
cleanup of hazardous substances at 
International Paper current or former facilities, 
and recorded as liabilities in the balance sheet 
totaled'approximately $49 million. Completion 
of these actions is not expected to have a 
material adverse effect ,on our consolidated 
finaricial statements. 

As of January 31. 2009. there were no other 
pending judicial proceedings brought by 
government authorities against International 
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at recentiy acquired facilities ($8 million) and 
completion of significant international 
environmental improvement projects ($24 
million). 

Amounts to be spent for environmental control 
projects in future years wilt depend on new 
laws and regulations and changes in legal 
requirements and environmental concerns. 
Taking these uncertainties into account, our 
preliminary estimate for additional 
environmental expenditures is approximately 
$36 million for 2010 and approxiriiately $22 
million for 

Paper for alleged violations of applicable 
environmental laws or regulations. 

Climate Change Regulation 

Since 1997, when an international conference 
on global warming concluded an agreement 
known as the Kyoto Protocol, which catted for 
reductions of certain emissions that may 
confribute to increases in atmospheric 
greenhouse gas conceritrations, there have 
been a range of international, national and 
sub-national regulations proposed or 
implemented 
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focusing on greenhouse gas reduct'Lon. These 
actual or proposed regulations do or witl apply 
in countries' where we currentiy have, or may 
in the future have, manufacturing facilities or 
investments. 

In the United States, the U.S. Congress is 
considering legislation to reduce emissions of 
greenhouse gases. In addition, several states 
have already taken legal measures to require 
the reduction of emissions of greenhouse 
gases by companies and public utilities, 
primarily through the planned development of 
greenhouse gas emission inventories and/or 
regional greenhouse gas cap-and-trade 
programs. Also, the U.S. Supreme Court's 
decision on April 2, 2007 in Massachusetts, et 
al. V. EPA , that greenhouse gases fall, under 
the federal Clean Air Act's definition of "air 
pollutant." may resutt in future regulation of 
greenhouse gas emissions from stationary 
sources under certain Clean Air Act programs 
or other potential regulations. Passage of 
climate control legislation or other regulatory 
initiatives by Congress or various U.S., states, 
or the adoption of regulations by the 
Environmental Protection Agency or analogous 
state agencies that restrict eriiissions of 
greenhouse gases in areas in which we 
conduct business, may, have a materiat effect 
on our operations in the United States. We 
expect that we wilt not be disproportionately 
affected by these measures compared with 
owners of comparable properties in the United 
States. 

The European Union, under the Kyoto 
Protocol, has committed to greenhouse gas 
reductions. We believe that these measures 
will not have a material effect on our European 
operations in 2009. although they may have a 
material effect in the future. We expect that we 
will not be disproportionately affected by these 
measures compared with owners of 
comparable properties in the European Union. 

The framework of the Kyoto Protocol does not 
apply to "underdeveloped nations." Brazil and 
China, two countries where we have 
operations, are considered underdeveloped 
nations by the Kyoto Protocol. Although not 

Other Legal Matters 

The Company is involved in various inquiries, 
administrative proceedings and litigation 
relating to coritracts, sates of property, 
intellectual property, environmental permits, 
taxes, personal injury, tabor and employment 
and other matters, some of which allege 
substantial monetary damages. While any 
proceeding or litigation has the element of 
uncertainty, the Company believes that the 
outcome of any of the lawsuits or claims that 
are pending or threatened (other than those 
that cannot be assessed due to their 
preliminary nature), or alt of them combined, 
will not have a materiat adverse effect on its 
consolidated financial statements. 

EFFECT OF INFLATION 

White inflationary increases in certain input 
costs, such as energy, wood fiber and 
chemical costs, have an impact on the 
Company's operating results, changes in 
general inflation have had minimal impact on 
bur operating results in each of the last three 
years. Sates prices and volumes are more 
strongly irifluenced by economic supply and. 
demand factors in specific markets and by 
exchange rate fluctuations than by inflationary 
factbrs., 

FOREIGN CURRENCY EFFECTS 

International Paper has operations in a number 
of countries. Its operations in those countries 
also export to. and compete with, imports from 
other regions. As such, currency movements 
can have a number of direct and indirect 
impacts on the Company's financial 
statements. Direct impacts include the 
translation of international operations' local 
currency financial statements into U.S, dollars. 
Indirect impacts" include the change in 
competitiveness of imports into, and exports 
out of the United States (and the impact on 
locat currency pricing of products that are; 
traded internationally), tn general, a lower U.S. 
dollar and stronger local currency is beneficial 
to International Paper. The currencies that 
have the most impact are the Euro, the 
Brazilian real, the Polish zloty and the Russian 
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subject to the Kyoto Protocol, Brazil and China 
may adopt greenhouse- gas regulation in the 
future that may have a materiat effect on pur 
operations in these countries. 

Regulation of greenhouse gases continues to 
evolve In atl countries in which we do 
business. White it is likely that there will be 
increased regulation relating to greenhouse 
gases and climate change, at this stage it is 
not possible to estimate either a timetable for 
the implementation of any new regulations or 
our costs of compliance. 

ruble. 

MARKET RISK 

We use financial instruments, including fixed 
and variable rate debt, to finance operations, 
for capital spending programs and for general 
corporate purposes. Additionally, financial 
instruments, including various derivative 
coritracts, are used to hedge exposures to 
interest rate, commodity and foreign currency 
risks. We do not use financial instruments 
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for frading purposes. Information related to 
International Paper's debt obligations is 
included in Note 13 of the Notes to 
Consolidated Financial Statements in ttem 8. 
Financial Statements and, Supplementary 
Data, A discussion of derivatives- and hedging 
activities is included in Note 14 of the Notes-to 
Consolidated Financial Statements in Item 8. 
Firiancial Statements and Supplementary 
Data. 

The fair value of our debt and financial 
instruments varies due to changes in market 
interest and foreign currericy rates and 
commodity prices since the inception of the 
related instruments. We assess this market 
risk utilizing a sensitivity analysis. The 
sensitivity analysis measures the potential toss 
in earnings, fair values and cash flows based 
on a hypothetical 10% change (increase and 
decrease) in interest and currency rates and 
commodity prices. 

Interest Rate Risk 

Our exposure to market risk for changes in 
interest' rates relates primarily to short- and 
long-term debt obligations and investmerits in 
marketable securities. We invest in 
investment-grade securities of financial 
institutions and indusfrial companies and limit 
exposure to any one issuer. Our investments 
in rnarketable,securities at December 31, 2008 
are stated at cost which approximates market 
due to their short-term nature. Our interest rate 
risk exposure related to these investments was 
not material. 

We issue -fixed and floating rate, debt in a 
proportion consistent with InternationafPaper's 
targeted capital sfructure, while -at the same 
time taking advantage of market opportunities 
to reduce interest expense as appropriate. 
Derivative instruments, such as interest rate 
swaps, may be used to implement this capital 
structure. At December 31. 2008 and 2007. the 
net fair value liability bf financial instruments 
with exposure to interest rate risk was 
approximately $6.4 billion and $3,4 billion, 
respectively. The potential loss in fair value 
resulting from a 10% adverse shift in quoted 

energy hedge contracts at December 31, 2008 
and' 2007 was approximately a $75 million 
liability and a $5 million liability, respectively. 
The potential ioss in fair value resutting firom a 
10% adverse change in the underiying 
commodity prices would have been 
approximately $18 million and $19 million at 
December 31, 2008 and'2607, respectively. 

Foreign Currency Fiisk 

international Paper transacts business in many 
currencies and is also subject ,to currency 
exchange rate risk through investments- and 
businesses owned and operated in foreign 
countries. Our objective in managing the 
associated foreign currency risks is to 
minimize the effect of adverse exchange rate 
fluctuations on our after-tax cash flows. We 
address these risks on a limited basis by 
financing a portion of our investments in 
overseas operations with bon-owings 
denominated in the same currency as the 
operation's functional currericy. or by entering 
into cross-currency and interest rate swaps, or 
foreign exchange,contracts. At December31, 
2008 and 2007, the net fair value of financial 
instruments with exposure to foreign currency 
risk was approximately a $2" million asset and 
a $111 million asset, respectively. The 
potential loss in fair value for such financial 
instruments from a 10% adverse change in 
quoted foreign currency exchange rates would 
have been approximately $105 million and $91 
million at December 31. 2008 and 2007, 
respectively. 

ITEM 7A. QUANTITATIVE AND 
QUALITATIVE DISCLOSURES ABOUT 
MARKET RISK 

See the discussion under Item 7, 
Managements Discussion and Analysis of 
Financial Condition and Results of Operations 
on pages 45 and 46. and under Item 8. 
Financial Statements and Supplementary Data 
in l^ote 14 bf the Notes to Consolidated 
Financial Statements on pages 82 through 85. 
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interest rates would have been approximately 
$366 million and $150 million at December 31, 46 
2008 and 2007. respectively. 

Commodity Price Risk 

The objective of our commodity exposure 
management is to minimize volatility in 
earnings due to large fluctuations in the price 
of commodities. Commodity swap and option , 
contracts have been used to manage risks 
associated vyitii market fluctuations in energy 
prices, The net fair value of such outstanding 

http://wvw.sep.gov/A:rGluves/edgai^atJi/5;1434/O0Ofi;9tl2^ :2/f8/20te 

http://wvw.sep.gov/A:rGluves/edgai%5eatJi/5;1434/O0Ofi;9tl2%5e


For-the-fiscafye{tt'ended©Cph1be;r5|;%,-'20O8'' Fage;-93:bf213 

Tahleof Contents 

ITEM 8. FINANCIAL STATEMENTS AND 
SUPPLEMENTARY DATA 

FINANCIAL INFORMATION BY INDUSTRY 
SEGMENT AND GEOGRAPHIC AREA 

International Paper's industry segments, 
Printing Papers, Industrial Packaging. 
Consumer Packaging, Distribution, Forest 
Products and Specialty Businesses and Other, 
are consistent with the internal-structure used 
to manage these businesses. Att segments are 
differentiated on a common product, common 
customer basis consistent with the business 
segmentation generally used in the Forest 
Products industry. 

For management piirposes, International 
Paper reports the operating performance of 
each business based on earriings before 
interest and iricome taxes ("EBIT") excluding 
special and extraordinary items, gains or 
losses on sates of businesses and cumulative 
effects of accounting changes. Intersegment 
sates and transfers are recorded at current 
marketprices. 

External sates by major product is determined 
by aggregating sales from each segment 
based on simitar products or services. External 
sales are defined as thpse that are made to 
parties outside International Paper's 
consolidated group, whereas sales by segment 
in the Net Sales table are determined using a 
management approach and include 
intersegment sates. 

The Company ^aiso has a 50% equity interest 
in ttim Holding S.A. in Russia that is a separate 
reportable industry segment The Company 
recorded equity earnings, riet of taxes, of $54 
million for ttim in 2008. 

INFORMATION BY INDUSTRY SEGMENT 

NETSALES 

OPERATING PROFIT 

In millions 2008 2007 2006 
Printing Papers 
Industrial 

Packaging 
Consumer 

Packaging 
Distribution 

$6, 810 

7,690 

3,195 
7,970 

$6, 530 

5,245 

'3,015 
7.320 

$ 6,700 

4,925 

2,685 
5,785 

In millions 2008 2007 2006 
Printing Papers 
Industrial 

Packaging 
Consumer 

Packaging 
Distribution 
Forest Products 
Specialty 

Businesses and 
Other (a) 

Operating Profit 
Interest expense: 

net 
Minority interest / 

equity earnings 
adjustment (b) 

Corporate items, 
net 

Restructuring and 
other charges 

Insurance 
recoveries 

Gain on sale of 
forestlands 

Impairments of 
goodwill 

Net gains (losses) 
on sales and 
impairments of 
businesses 

Reversals of 
reserves no 
longer required 

$ 474 S 839 $ 453 

390 

17 

ib i 
409 

374 

112 
108 
458 

Earnings (Loss) 
Frorn 
Continuing 
Operations 
Before Income 
Taxes, Equity 
Earnings and 
Minority 
Interest 

277 

93 
97 

631 

53 
'•.1P93- • ..-1;j897 1,604 

.(4§2); ,.(297). |521) 

-.:;.''-':(2):.'-•"'; :"mC'- '^"\ '^ ' '':&' 

{1XJ3): ' :(2bSl ' l?-l6) 

{1i|9| t95); (3b6) 

19 

6 9 4,788 

(1^777f ' - (159) 

,-t MM. 0iî m^ 

$(1,153) SI .654 , $3.188 

RESTRUCTURING AND OTHER CHARGES 

In millions 
Printing Papers 
Industrial Packaging 
Consumer Packaging. 
Distribution 
Forest Products 
Specialty Businesses and 

Other (a) 
Corporate 

2008 
$153" 

8 
30 

179 

2007 2006 
$41 

56 

M^ 

S54 
7 
9 

i;o 
1:5 

205-
Restructuring and Other 
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Fbrest.;prodUGts;-:;• • ;2Q6? .-...:485!; 'TM. 
Specialty . . -,- ; • " • 
" iusihesses.and 

^Iherf^) - f35; -93|-
Gorpqrate and 

Iritersegmfeht 
Sales; (1,036) (840) (800) 

Nef sales $24;829 $21 i890; $21,995 

47 

Charges 

'Page: 

$370 $95 

94. of 213 

$300 

ASSETS 

In millions 
Printing Papers 
Industrial Packaging 
Consumer Packaging 
Distnbution 
Forest Products 
Specialty Businesses 

and Other (a) 
Corporate'and other 

(c) 
Assets 

2008 
$7, 396 

10,212 
3,333 
1,881 

903 

8 

3,180 
$26,913 

2007 
$8. 650 

4,486 
3,285 
1,875 

984 

12 

4,867 
$24,159 

2006 
$ 7,699 

4.244 
2,840 
1,596 

274 

498 

6,883 
$24,034 
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CAPITAL SPENDING 
In millions 
Printing Papers-
Industrial Packaging 
Consumer Packaging 
Distribution 
Forest Products 
Subtotal 
Corporate and other 

2008 
$ 383 

282 
287 

9 
2 

963 
39 

Total from Continuing 
Operations $1,002 

2007 
$- 556 

405 
276 

6 
22 

1.265 
23 

$1,288 

2006 
S 523 

'257 
130 

6 
72 

988 
21 

$1,009 

DEPRECIATION AND AMORTIZIATION (d) 

In millions 
Pnnting Papers 
Industrial Packaging 
Consumer Packaging 
Distribution 
Forest Products 
Specialty Businesses 

and Other (a) 
Corporate 
Depreciation and 

Amortization 

2008 
$ 517 

452 
218 

17 
7 

-
136 

$1,347 

2007 
$ 470 

240 
211 

18 
10 

-
137 

$1,086 

2008 
$ 484 

233 
228 

18 
45 

24 
126 

$1,158 

EXTERNAL SALES BY MAJOR PRODUCT 

In millions 
Printing Papers 
Industrial Pacicaging 
Consumer Packaging 
Distribution 
Forest Products 
Other (e) 
Net Sales 

2008 
$6, 407 

7,465 
2,982 
7.928 

47 
-

$24,829 

2007 
$6. 216 

5,240 
2.659 
7.286 

354 
135 

$21,890 

.2006 
$ 6.060 

5.111 
2,638 
6.743 

676 
767 

$21,995 

INFORMATION BY GEOGRAPHIC AREA 

NET SALES (f) 

In millions 
United States (g) 
Europe 
Pacific Rim 
Americas, other than 

U.S. 
Net Sales 

2008 
$19,501 

3,177 
827 

1,324 
$24,829 

2007 
$17,096 

2,986 
678 

1.130 
$21,890 

2006 
S17.811 

3:030 
308, 

846 
. S21.995 

LONG-LIVED ASSETS (h) 

In millions 
United States 
Europe 
Pacific Rim 
Americas, other than 

US. 
Corporate 
Long-Lived Assets 

2008 
$11,336 

1.215 
386 

1,599 
260 

$14,796 

2007 
$6, 905 

1,540 
244 

1,981 
241 

$10,911 

2006 
$6:837 
1,481 

214 

574 
146 

$9,252 

(a) Includes Arizona Ciiemical and certain other 
smaller businesses identified in the Company's 
divestiture'program. 

(b) Operating profits for industry segments include 
each segment's percentage share of the profits ot 
subsidiaries included in that segment that are less 
than wholly-owned: The pre-tax minority inleresl for 
these subsidiaries is added here to present 
consolidated eamings from continuing operations 
before income taxes, equity earnings and minority 
interest. 

(c) Includes corporate assels and assels of businesses 
held for sate. 

(d) Includes cost of timber harvested. 
(e) Includes sales of products not included in our major 

product lines. 
(f)Net sales are attributed to countries based on 

location of seller 
(g) Export sales to unaffiliated customers were $1.6 

billion in 2008, $1.5 billion tn 2007 and $1.4 hillion 
in 2006, 

(h) Long-Lived Assets includes Forestlands and 
Plants, Properties.,and Equipment, net. 
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REPORT OF MANAGEMENT ON: 
FINANCIAL STATEMENTS 

The management of International Paper 
Gompany is responsible for the preparation of 
the consolidated financial statements in this 
annuat report and for establishing and 
maintaining adequate internat controls over 
financial reporting. The consolidated financial 
statements have been prepared using 
accounting principles generally accepted in the 
United States of America considered 
appropriate in the circumstances to present 
fairly the Company's consolidated financial 
position, results of operations and cash flows 
on a consistent basis. Management has also 
prepared the other inforhiation in this annual 
report and is. responsible for its accuracy and 
consistency with the consolidated financial 
staternents. 

As can be expected in a complex and dynamic 
business environmeni. some financial 
statement amounts are based on estimates 
and judgments. Even though estimates and 
judgments are used, measures have been 
taken to provide reasonable assurance of the 
integrity and reliability of the financial 
information contained in this annuat report. We 
have formed a Disclosure Gommittee to 
oversee this process. 

The accompanying consolidated financial 
statements have been audited b^ the 
independent registered public accounting firm. 
Deloitte & Touche LLP. During its audits, 
Deloitte & Touche LLP was given unrestricted 
access to atl financiai records and related data, 
including minutes of all meetings of 
stockholders and the board of directors and alt 
committees of the board. Management 
believes that alt representations made to the 
independent auditors during their audits were 
valid and appropriate. 

INTERNAL CONTROLS OVER FINANCIAL 
REPORTING 

The management - of International Paper 
Gompany is also responsible for estabtishirig 
and maintaining adequate internat controls 
over financial reporting including the 

control system is supported by written policies 
and procedures, contains self-monitoring 
mechanisms, and is audited by the internal 
audit function. Appropriate actions are taken 
by management to correct deficiencies as they 
are identified. 

The Gompany has assessed the effectiveness 
of its internal control over financial reporting as 
of December 31, 2008. tn making this 
assessment, it used the criteria described in 
"internal Control - Integrated Framework" 
issued by the Gommittee of Sponsoring 
Organizations of the Treadway Gommission 
(COSO). Based on this assessment 
management believes that as of 
December'31, 2008, the Company's internal 
control over financial reporting is effective. 

tn August 2008, the Gompany conipleted the 
acquisition of the Containerboard, Packaging 
and Recycling Business (CBPR) from 
Weyerhaeuser Company. Due to the timing of 
this acquisition, we have excluded CBPR from 
our evaluation of the effectiveness of internal 
control over financial reporting. For the period 
ended December 31. 2008, CBPR net sates 
and assets represented approximately 8% of 
totat net sates and 22% of totat assets. 

The Company's independent registered public 
accounting firm, Deloitte & touche LLP, has 
issued its report on the effectiveness of the 
Com'pany's internal control over financial 
reporting. The report appears on page 52. 

INTERNAL CONTROL ENVIRONMENT AND 
BOARD OF DIRECTORS OVERSIGHT 

Our internat control environment includes an 
enterprise-wide attitude of integrity and control 
consciousness that establishes a positive "tone 
at the top." This is exemplified by our ethics 
program that includes long-standing principles 
and policies on ethical business conduct.that 
require employees to maintain the highest 
ethical and legal standards in the conduct of 
International Paper business, which have been 
distributed to att employees; a tollTfree 
telephone helpline whereby any eniployee may 
anonymously" report suspected violations of 
taw or International Paper's policy; and an 
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safeguarding of assets against unauthorized 
acquisition, use or disposition. These controls 
are designed to provide reasonable assurance 
to management and the board of directors 
regarding preparation of reliable, published 
finaincial statenients arid such asset 
safeguarding. All internat confrol systems have 
inherent limitations, including the possibility of 
circumvention and overriding of controls, and 
therefore can provide only reasonable 
assurance as to such financial statement 
preparation and asset safeguarding. The 
Company's internat 

ofllce of ethics and business practice. The 
internat control system further includes careful 
selection -and training of supervisory and 
managemerit personnel, appropriate 
delegation of authority and division of 
responsibility, dissemination of accounting and 
business policies throughout international 
Paper, and an extensive program of internat 
audits with management follow-up. 
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The Board of Directors, assisted by the. Audit 
and Finance Committee (Committee), monitors 
the integrity of the Company's financial 
statements and financial reporting procedures, 
the performance of the Company's iriternal 
audit function and independent auditors, and 
other matters set fbrth in its charter. The 
Committee, which currentiy consists of five 
independent directors, meets regulariy with 
representatives of management, and with the 
independent auditors and the Internal Auditor, 
with and without management representatives 
in attendance, to review their activities. The 
Committee's Charter takes into account the 
New York Stock Exchange rules relating to 
Audit Committees and the SEC rules and 
regulations promulgated as a resutt of the 
Sarbanes-Oxley Act of 2002. The Coriimittee 
has reviewed and discussed the consolidated 
financial stateriients for the year ended 
December 31, - 2008, including critical 
accounting policies and significant 
management judgments, with management 
and the indeperident auditors. The 
Committee's report recommending the 
inclusion of such financial statements in this 
Annuat Report on Form 10-K witl be set forth in 
our Proxy Statement. 

JOHN V. FARACI 
CHAIRMAN AND CHIEF EXECUTIVE 
OFFICER 

TIM S. NICHOLLS 
SENIOR VICE PRESIDENT AND CHIEF 
FINANCIAL OFFICER 
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REPORT OF DELOITTE & TOUCHE LLP, 
INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM, ON CONSOLIDATED 
FINANCIAL STATEMENTS 

To the Shareholders of International Paper 
Gompany: 

We have audited the accompanying 
consolidated balance sheets of International 
Paper Gompany and subsidiaries (the 
"Company") as of December 31, 2008 and 
2007. and the related consolidated.statements 
of operations, changes in common 
shareholders' equity, arid cash flows fbr each 
of the three years in the period ended 
December 31, 2008. These financial 
statements are the responsibility of the 
Company's management. Our responsibility is 
to express an opinion on these financial 
statements based on our audits. 

We conducted our audits ih accordance with 
the standards of the Public (Company 
Accounting Oversight Board (United States). 
Those standards require that we plan and 
perform the audit to obtain reasonable 
assurance about whether the financial 
statements are free of material misstatement. 
An audit includes examining, on a test basis, 
evidence supporting the amounts and 
disclosures in the financial statements. An 
audit also includes assessing the accounting 
principles used and significant estimates made 
by management, as welt as evaluating the 
overall financial statement presentation. We 
believe that our audits provide a" reasonable 
basis for our opinion. 

in our opinion,' such consolidated financial 
statements present fairly, in at! materiat 
respects, the financial position of tnternationat 
PaperCompany 

and subsidiaries as of December 31, 2008 and 
2007, and the results of their operations and 
their cash flows-for each of the three years in 
the period ended December 31, 2008, iri 
conformity with' accounting principles generally 
accepted in the United States of America. 

As discussed in Notes 4 and 10 to the 
consolidated financial statements, the 
Company adopted Financial Accounting 
Standards Board Interpretation No. 48, 
Accounting for Uncertainty in income Taxes -
an interpretation of FASB Statement No. 109, 
effective, January 1, 2007. As discussed in 
Note 4 tb the consolidated finaricial 
statements, the Gompany adopted Statement 
of Financial Accounting Standards No. 158, 
Employers' Accoiinting for Defiried Benefit 
Perision and Other Postretirement Plans - an 
amendment of FASB Statements No, 87, 88. 
106. and 132(R), effective December 31. 2006. 

We have also audited, in accordance with the 
standards of the Public Company Accounting 
Oversight Board (United States), the 
Company's internal control over financial 
reporting as of December 31, 2008. based on 
the criteria established in Internal Control -
Integrated Framework issued by the 
Committee of Sponsoring Organizations of the 
treadway Gommission and our report dated 
February 25. 2009 expressed an unqualified 
opinion on the Company's internat control over 
financial reporting. 

,'y5ac4 LLP 

Memphis.. Tennessee 
February 25, 2009 
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REPORT OF DELOITTE & TOUCHE LLP, 
INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM, ON INTERNAL 
CONTROLS OVER FINANCIAL REPORTING 

To the-Shareholders of tnternationat Paper 
Company: 

We have audited the internal control over 
financial reporting of International Paper 
Gompany and subsidiaries (the "Company") as 
of December 31. 2008. based on criteria 
established in Internat Control - Integrated 
Framework issued by the Gommittee of 
Sponsoring Organizations of the Treadway 
Gommission. As described in the Report of 
Management on Internat Controls Over 
Financial Reporting, management excluded 
from its assessment the internal contro! over 
financial reporting at the Containerboard, 
Packaging, and Recycling business which was 
acquired on August 4. 2008 and whose 
financial statements constitute approximately 
8% of totat net sates and 22% of totat assets of 
the consolidated financial statement amounts 
as of and for the year ended December 31. 
2008. Accordingly, our audit did not include the 
internal control over financial reporting at the 
Containerboard, Packaging, arid Recycling 
business, the Corhpany's management is 
responsible for maintaining effective interna! 
control over financial reporting and for its 
assessment of the effectiveness of internat 
control over financial reporting, inciuded in the 
accompanying Report of Managenient on 
Internat Controls Over Financial 
Reporting. Our responsibility is to express an 
opinion on the Company's internal control over 
financial reporting based on our audit 

We conducted our audit in accordance with the 
standards of the Public Company Accouriting 
Oversight Board (IJnited States). Those 
standards require that we plan and perform the 
audit to obtain reasoriable assurance about 
whether effective internat control over financial 
reporting was maintained in all materiat 
respects. Our audit included obtaining an 
understanding of internat control over financial 
reporting, assessing the risk that a materiat 
weakness exists, testing and evaluating the 

functions, and effected by the company's 
board of directors, management, and other 
personnel to provide reasonable assurance 
regarding the reliability of financial reporting 
and the preparation of financial statements for 
•external purposes in accordance with generally 
accepted accounting principles. A company's 
iriternal control over financial reporting 
includes those, policies and procedures that 
(1) pertain to the mairitenance of records that 
in reasonable detail, accurately and fairiy 
reflect the transactions and dispositions of the 
assets of the company; (2) provide reasonable 
assurance that transactions are recorded as 
necessary to permit preparation of financial 
statements in accordance with generally 
accepted accounting principles, and that 
receipts and expenditures of the company are 
being made only in accordance with 
authorizations of management and directors of 
the compariy; and (3) provide reasonable 
assurance regarding prevention or timely 
detection of unauthorized acquisition, use. or 
disposition ofthe company's assets that could 
have a materia! effect on the financial 
statements. 

Because of the inherent limitations of internal 
coritrol over .financial reporting, including the 
possibility of collusion or improper 
management override of controls, material 
misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, 
projections of any evaluation of the 
effectiveness of the internal contro! over 
financial reporting to future periods are subject 
to the risk that the controls may become 
inadequate because of changes in conditions, 
or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, the Gompany maintained, in all 
material respects, effective internal control 
oyer financial reporting as of December 31, 
2008, based on the criteria established in 
Internat Control - Integrated Framework 
issued by the' Committee of Sponsoring 
Organizations of the Treadway Commission. 

We have also audited, in accordance with the 
standards of the Public Gompany Accounting 
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desigrf:arid operating effectiveness of interriar 
control based on the assessed risk, and 
perfprriiing such other procedures as vve; 
considered necessary in the 
circumstances. We believe that our aulit 
provides a reasonable basis for our opinion. 

A company's interna! control over financial 
reporting is a process designed by. or under 
the supervision of the company's principal 
executive and • principal financial officers; or 
persons perfornfiing similar 

52 

Oversight Board (United States), the 
consolidated financial statements as of and for 
the year ended December 31. 2008 of the 
Company and our report dated February 25, 
2009 expressed an unqualified opinion on 
those financial statements and included an 
explanatory paragraph regarding the 
Company's adoption of new accounting 
standards. 

/ O ^ a /' UuA, LLP 

Memphis, Tennessee 
February 25, 2009 
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International Paper 
CONSOLIDATED STATEMENT OF OPERATIONS 

In millions, except per share amounts, for Uie years ended December 31 
NET SALES 

2008 
$24,829 

2007 
$21,890 

2006 
$21,995 

COSTS AND EXPENSES 
Cost of products sold 18 ,742 
Selling and adminisfrative expenses 1,947 
Depreciation, amortization arid cost of timber harvested 1,347 
Distribution expenses 1,286 
Taxes other than payroll and income taxes 182 
Gain on sale of mineral rights (261) 
Restructuring and other charges 370 
Insurance recoveries -
Gain on sale of forestiands (Note 7) (6) 
Impairments of goodwill (Note 9) 1,777 
Net losses (gains) on sales arid impairments of businesses 106 
Reversals of reserves no longer required, net 
Interest expense, net ' 492 

16,060 
1.831 
1.086 
1.034 

169 

95 

;{9) 

.297.:, 

-41-5. 

The accompanying noles are an integrat part of these financial statements. 

53 

16 ,248 
1,848 
1.158 
1.075 

215 

300 
(19) 

(4,788) 

iM-
1̂ 496;̂  

^521 
EARNINGS (LOSS) FROM CONTINUING OPERATIONS BEFORE 

INCOME TAXES, EQUITY EARNINGS AND MINORITY INTEREST (1,153) 
Income tax provision 162 
Equity earnings, net of taxes 49 

11881 

Minority interest expense, net of taxes 
EARNINGS (LOSS) FROM CONTINUING OPERATIONS 

Discontinued operations, net of taxes and minority interest 
NET EARNINGS (LOSS) 
BASIC EARNINGS (LOSS) PER COMMON SHARE 

Earnings (loss) from continuing operations 
Discontinued operations, net of taxes and minority interest 
Net earnings (loss) 

DILUTED EARNINGS (LOSS) PER COMMON SHARE 
Earnings (toss) from continuing operatibns 
Discontinued operations, net of taxes and minority interest 
Net earriirigs (toss) 

3 
i(1.269) 

(13) 
$(1,282) 

$ (3.02) 
(0.03) 

$ (3.05) 

$ (3;02) 
(0.03) 

$ (3.05) 

$ 

$ 

$-

$ 

$ 

24 
1,215 

(47) 
1.168 

2.83 
(o.ri) 
2.72 

2.81 
(0.11) 
2.70 

$ 

$ 

$ 

$ 

$ 

17 
1.282 
(232) 

1,050 

2.69 
(0.48) 
2.21 

,2.65 
(0.47) 
2.18 
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CONSOUDATED BALANCE SHEET 
International Paper 

In millions, except per share amounts, at December'31 
ASSETS 
Current Assets, 

Gash and temporary investments 
Accounts and nbtes receivablie, less allowances of $121 in 2008 and $95 

in 2007 
Inventories 
Deferred income tax assets 
Other current assets 

Totat Current Assets 
Plants, Properties and Equipment, net 
Forestiands 
Investments 
Goodwill 
Deferred Charges and Other Assets 
Total Assets 
LIABILITIES AND COMMON SHAREHOLDERS' EQUITY 
Current Liabilities 

Notes payable and current maturities of long-term debt 
Accounts payable 
Accrued payi'oll aridsberiifits 
Other accrued liabilities 

Total Current Liabilities 
Long-Term Debt 
Deferred Income Taxes 
Pension Benefit Obligation 
Postretiremerit and Postemployment .Benefit Obligation 
Other Liabilities 
Minority Interest 
Gommitrnents and Contingent Liabilities (Note 11) 
Common Shareholders' Equity 

Common stock $1 par value, 2008-433,6 shares and 2007-493,6 shares 
Paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

Less; Common'stock held in treasury, at cost, 2008-6,1 shares and 2007-
68,4 shares 

Total Common Shareholders' Equity 
Total Liabilities and Common Shareholders' Equity 

2008 

$ 1,144 

3,288 
2,495 

261 
172 

7,360 
14,202 

594 
1.274 
2,027 
1,456 

$26,913 

$ 828 
2;119 

445 
1,353 
4,755 

11,246 
1,957 
3,260 

663 
631 
232 

434 
5,845 
1,430 

(3,322) 
4,387 

218 
4,169 

$26,913 

2007 

$ 905 

3,152 
2.071 

213 
394 

6.735 
10,141 

770 
1,276 
3,650 
1,587 

$24,159 

$ 267 
2,145 

400 
1.030 
3,842 
6,353 
2,919' 

317 
709 

1.119 
228 

494 
6,755 
4,375 
(471) 

11 ,153 

2.481 
8,672 

$24,159 

The accompanying notesare an integrat.part of these financial statements. 
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Table of Con tenIs-

tnternational Paper 
CONSOLIDATED STATEMENT OF CASH FLOWS 

In millions for the years ended December 31 20Q8 2007 2006 
OPERATING ACTIVITIES 

Net eamings (loss) 
Discontinued operations, net of taxes and minority interest 
Earnings (loss) from continuing operations 
Depreciation, amortization, and cost of timber harvested 
Deferred income tax.(benefit) provision, net 
Restructuring and other charges 
Insurance recoveries 
Payments related to restructuring and legal reserves 
Reversals of reserves no longer required, net 
Periodic pension expense, net 
Net losses (gains) on sales and impainnents of businesses 
Equity earnings, net 
Gain on sale of forestlands 
Impairments of goodwill 
Other, net 
Voluntary pension plan contribution 
Changes in current assets and liabilities 

Accounts and noles receivable 
Inventories 
Accounts payable and accrued liabilities 
Interest payable 
Other 

$(1^282) 
13 

1,168 
47 

(1^269) 
M5347" 

M 

123 
Ide m m 

1.777 
118 

451 
48 

(317) 
(31) 
166 

'1,215 

:23f 

m: 
.21:0 
(327) 

(9) 

63 

(141) 
(82) 

(212) 
122 

(226) 

'1.050 
'232' 

1.282 
-i-,i;s8' 
1:.ll& 

m 
(79) 

(6) 
.377 

1.4^6 

(4,788) 
759 
2^5 

;(liieO): 

(39) 
(43) 

(140) 
(62) 

.1121 
Cash provided by operations - cpntinuing operations 
Cash (used for) provided by operations - discontinued operations 
Cash /Provided by bperations 

2,669 1,948 
(61) 

2,669 1.887 

1.010 
213 

1.223 
INVESTMENT ACTIVITIES 

Invested in capital projects 
Continuing operations 
Businesses sold or held for sale 

Acquisitions, net of cash acquired 
Proceeds from divestitures 
Equity investment in llim 
Proceeds from sale of forestlands 
Cash deposit for asset exchange 
Other 

(1,002) 

(6,086) 
14 

(21) 

(102) 

(1\288) 

1,675: 
(57t 

(1.009) 
(64)^ 

1,835 

1̂,;&3S; 
f1';i:37) 

(48) 
Cash (used for) provided by investment activities - continuing operations 
Cash used for investment activities - discontinued operations 

(7,197) (434) i:,i;o7 
(73). 

Cash (Used for) Provided by Investment Activities 
FINANCING ACTIVITIES 

Repurchase of common stock and payments of restricted stock tax witti holding (47) 
Issuance of ccsmmon stock 1 
Issuance of debt 6,024 
Reduction of debt (696) 
Issuance of debt in connection with Timber Note Monetization (Note 8) -
Change in book overdrafts (36) 
Dividends paid (428) 
Other 41 

(7,197) 1446) i;;034 

(1.224) 
128 
78 

(875) 

77 
(436) 

(1,433) 
32 

223 
(5,391) 
4,850 

10 
(485) 
(131) 

Cash provided by (used for) financing activities - condnuing operations 
Cash provided by financing activities - discontinued operations 

4,859 (2,252) (2,325) 
21 

Cash Provided by (Used for) Financirig Activities 4,859 
Effect o f Exchange Rate.Changes on C a s h - Continuing Operations 
Effect of Exchange Rate Changes on Cash - Discontinued Operations 

(92) 
..(2,252)„ 

92 
i2.3.q4J 

29 
1 
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Change in Cash and Temporary Investments 239 (719) (17) 
Cash and Temporary Investments 

Beginning of the period ^ , '905 1 ;624 1.641 
End of the period -.; . ;. . , ...... , ; $1.;144. $; .905' $1.624, 

77?e aee&mpariying: notes areian int&igral'psulofthmisfiiiaridisilstat&me^ 
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International Paper 
CONSOLIDATED STATEMENT OF CHANGES IN COMMON SHAREHOLDERS' EQUITY 

ct L Accumulated Total 
In millions, except shares in t̂ ommon Stock QJ^^J. Common 
thousands and per share L̂ -5y§2 Paid-in Retained Comprehensive -II§5§yiy-§iOSS shareholders' 
amounts Shares Amount Capital .Earnings Income (Loss) Shares Amount Equity 
BALANCE, JANUARY 1, 

2006 490.501 $ 491 S6.627 S 3,172 S (1,935) 112 $ 4 $ 8,351 
Issuance of stock for 

various plans, net 2,839 2- 108 - - 46 1 109 
Repurchase of stock „ _ _ _ _ 39,686 1,433 (1,433) 
Cash dividends - Common 

stock (Sl.OO per share) _ _ _ (485) _ _ _ (485) 
Comprehensiv'e'income 

(loss): 
Net earnings m ^ •"-.. fOlS-,: - - ~ iMO; 
Minimum pension 

liability 
adjustment: 
U.S. plans (less 

tax of $309) _ _ _ _ 496 - - 496 
Non-U.S. plans 

(less tax of 
$6) - - - - 1:5 - ,- 15 

Charige in cumulative 
foreign currency 
translation 
adjustment (less * 
tax of $11) „. --̂ =- -' ::-- --.:;;: 'Wl^:^ . . - - • - - . ::.22b 

Net gains on cash 
flow hedging 
derivatives: 
Net gain arising 

during the 
period (less 
tax of $0) -' - • - -r; ^ '-2. - -r '2i 

Less: 
Reclassification 
adjustment 
for gains 
included in , 
net 
earnings 
(less tax of 

m - - - -: 'iti-' - - . .. m 
Total 

eompreherisive 
income 1.771 

Adoption of SFAS; No. 158 
(fess tax of S309) 
(Note 4) - - - 2 (350) - - (350) 

BALANCE, DECEMBER 
31,2006 493,340 493 6.735, 3,737 (1,554)39.844 1,438 7,963 

Issuance of stock for 
various plans, net 216 1 20 - - (4.991) (181) 202 

Repurchase,©! stock _ _ _ ,_ _ 33.583 1,224 (1,224); 
Cash dividends - Common 

http:-//*ww.secibv/Ai^clii*a/edgar/data^^ .1/1:8/2010 
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stock ($1,00 per sharie) 
Comprehens^ive iricbme 

(loss): 
Net earnings 
Pension and 

postretirement 
divestitures, 
amortization of 
prior service 
costs and net 
loss: 
U.S. plans (less 

tax of $72) 
Pension and 

postretirement 
liability 
adjustments: 
U S. plans (less 

tax of $228) 
Non-U.S. plans 

(less tax of 
57) 

Change in cumulative 
foreign currency 
translation • :: 
adjustment (less 
tax of $0) 

Net gains on cash 
flow hedging 
derivatives: 
Net gain arising 

during the 
penod (less 
tax of $5) 

•'Bess, 
Reclassificatibri^ 

. adjustment 
foi"- gains 
included in 
net 
earnings 
(less tax of 
$3) 

Total 
comprehensive 
incdrtie 

Adoption of FIN 48 (Note 4) 

(*36) 

-%Mi 

(436) 

1,168 

W 98 

367 
21-

591-

367 
26 

;591 

;33 33 

(22) j m 

(94): 
2.261 

__ji4i 
BALANCE, DECEMBER 

31, 2007 
Issuance of stock for 

various plans, net 
Repurchase of stock 
Retirement of treasury 

stock 
Cash dividends -

Common stock ($1.00 
per share) 

Comprehensive income 
(loss): 

Net earnings (loss) 
Amortization of 

pension and 

493 556 . :;4&4:' . .6,7.5i5 ..- .•4-375 

- (34) 

(60,000) (60) (876) (1,231) 

(432) 

(471) 68,436 2,481-

- (3,840) (143) 
- 1.452 I f 

- (60,000) ( 2 v 1 f | 

(1,282); 

8,672 

109 
(47) 

(432) 

( 1 # 2 ) 
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postretii-ement pi'ior 
service costs 
and net loss: 

U.S, plans 
(less 
tax of 
$58) - ,-, -. • • - • ; - • , . . .#!;-. - -, 82 

Pension and 
postretirement 
liability 
adjustments: 

U.S. plans 
(less 
tax of 
$1,128) 

Non-U.S. 
plans 
(less 
tax of _; _ .: _ (1v857) - -̂  (1,857) 
$1) _ '_ _ _ (26) - ^ (26) 

Change in 
cumulative 
foreign 
currency 
translation 
adjustment 
(less, tax of $0) _ _ _ _ (889) - ^ (889) 

Net losses on cash 
ftow hedging 
derivatives: 
Net losses 

arising 
during the ; 
period 
(less tax of 
$61) _ _ _ _ (106) -- - (1&6) 

Less: 
Reclassification 
adjustment 
for gains 
included in 
net 
eamings 
(less tax of 
$16) _ _ _ _ (55) ^ w (55) 

Total 
coriiprehensive 
income 
(loss) 

BALANCE, DECEMBER 
31, 2008 433,556 $. 434, $5,845 $ 1,430 $ (3,322) ii58;:/$;;-;;;2?i«c. 

s(4ii33i 

•IiiM, 

The accompanying notes are an integral part of these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 SUMMARY OF BUSINESS AND 
SIGNIFICANT ACCOUNTING POLICIES 

NATURE OF OUR BUSINESS 

International Paper (the Company) is a global 
paper and packaging company that is 
complemented by an extensive North 
American merchant distribution system, with 
primary markets and manufacturing operations 
in North America, Europe, Latin America, 
Russia, Asia and North Africa. SubstantialTy alt 
of our businesses have experienced, and are 
likely to continue to experience, cycles relating 
to available industry capacity and generat 
economic conditions. 

FINANCIAL STATEMENTS 

These financial statements have been 
prepared in conformity with accounting 
principles generally accepted in the United 
States that require the use of managemenfs 
estimates. Actual results could differ from 
managemenfs estimates. 

CONSOLIDATION 

The consolidated financial statements include 
the accounts of tnternationat Paper' and its 
wholly-owned, controlled majority-owned-and 
financially coritrolled subsidiaries. Att 
significant intercompany balances and 
transactions are eliminated. 

Investments in affiliated companies where the 
Company has significant influence over their 
operations are accounted for by the equity 
method. International Paper's share of 
affiliates' earnings totaled $49 million. $1 
million and $12 million in 2008, 2007 and 
2006. respectively. 

REVENUE RECOGNITION 

Revenue is recognized when the customer 
takes title and assumes the risks and rewards 
of ownership. Revenue is recorded at the time 
of shipment for terms designated f o.b. (free on 
board) shipping point. For sales transactions 
designated fo.b. destination, revenue is 
recorded when the product is delivered to the 

SHIPPING AND HANDLING COSTS 

Shipping and handling costs, such as freight to 
our customers' destinations, are included in 
distribution expenses in the consolidated 
statement of operations. When shipping and 
handling costs are included in the sates price 
charged for our products, they are recognized 
in net sates. 

ANNUAL MAINTENANCE COSTS 

Effective January 1, 2007, International Paper 
adopted FASB Staff Positipn (FSP) No. AUG 
AIR-1; "Accounting for Planned Major 
Maintenance Activities." Prior to January 1, 
2007, Internatipnal Paper accounted for the 
cost of planned major maintenance by 
expensing the costs ratably throughout the 
year. Effective January 1. 2007. International 
Paper adopted the direct expense method of 
accounting whereby all costs for repair and 
maintenance activities are expensed in the 
month that the related activity is performed. 
See Note 4 for details related to the adoption 
ofthis FSP. 

TEMPORARY INVESTMENTS 

Temporary investments with an original 
maturity of three months or tess are treated as 
cash equivalents arid are stated at cost, which 
approximates market. 

INVENTORIES 

Inventories are valued at the lower of cost or 
market and include all costs directiy associated 
with manufacturirig products; materials, labor 
and manufacturing overhead. In the United 
States, costs of raw materials and finished 
pulp 'and paper products are generally 
determined using the last-in, first-out method. 
Other inventories are valued using the first-in. 
first-outor average cost methods. 

PLANTS, PROPERTIES AND EQUIPMENT 

Plants, properties and equipment are stated at 
cost. less accumulated depreciation. 
Expenditures for bettermerits are capitalized, 
whereas normal repairs and maintenance are 
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customer's delivery site, when titie .'arid risk of expensed as incurred. The units-of-productipn 
loss are transferred. Timber and timberiand method of depreciation is used for major pulp 
sales revenue is generally recognized when and paper mitts, and the straight-tine method is 
titie and risk of toss pass to the buyer. used for other plants and equipment. Annual 

straight-line depreciation rates are, for 
;57 buildings - 21/2% to 8 1/2%, and for 

machinery and equipment - 5% to 33%. 

M 
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FORESTLANDS 

At December 31, 2008, International Paper 
and its subsidiaries owned or managed aboiit 
200,000 acres of forestiands in the United 
States, approximately 250,000 acres in Brazil, 
and through licenses and forest rrianagement 
agreements, had harvesting rights on 
government-owned forestiands in Russia. 
Costs attributable to timber are charged 
against income as trees are cut. The rate 
charged is determined annually based on the 
relationship of incurred costs to estimated 
current merchantable volume. 

As discussed in Note 7. during 2006 in 
conjunction with the Compariy's 2006 
Transformation Plan, approximately .5,6 rnillion 
acres of forestiands in the United States were 
sold under various agreements for proceeds 
totaling approximately $6,6 billion of caish and 
notes. 

GOODWILL 

Goodwill relating to a single business reporting 
unit is included as an asset of the applicable 
segment, white goodwill arising from major 
acquisitions that involve multiple business 
segments is classified as, a corporate asset for 
segment reporting purposes. For goodwill 
impairment testing, this goodwill is aitocated to 
reporting units. Annual testing for possible 
goodwill impairment is performed as of the 
beginning of the fourth quarter of each year, 
with additional interim testing performed when 
management believes that it is more likely than 
not, that events or circumstances have 
occurred that would resutt in the impairment of 
a reporting units goodwill. 

tn performing this testing, the Company 
estimates the fair value of its reporting units 
using the projected future cash flows to be 
generated by each unit over the estimated 
remaining useful operating lives of the unit's 
assets, discounted usirig the'estimated cost of 
capital for each reporting unit. These estimated 
fair values are then analyzed for 
reasonableness by comparing them to historic 
market transactions for businesses in the 
industry, and by comparing the sum of the 

IMPAIRMENT OF LONG-LIVED ASSETS 

Long-lived assets are reviewed fpr impairment 
ijpon the occurrence of'events or changes in 
circumstances that indicate that the carrying 
value of the assets may not be recoverable, as 
measured by comparing their net book value to 
the projected undiscounted future cash flows 
generated by their use. Impaired assets are 
recorded at their estimated fair value (see Note 
7). 

INCOME TAXES 

International Paper uses the asset and liability 
method of accounting for income taxes 
whereby deferred income taxes-are recorded 
for the future tax consequences attributable to 
differences between the financial statement 
and tax bases of assets and liabilities. 
Deferred tax assets and liabilities are 
measured using enacted tax rates, expected to 
apply to taxable income in the years in which 
those teniporary differences are expected to 
be recovered or settled. Deferred tax assets 
and liabilities are remeasured to reflect new 
tax rates in the periods rate changes are 
enacted. 

tnternationat Paper-records its woridwide tax 
provision based on the respective tax rules 
and regulations for the jurisdictions in which it 
operates.. Where the Gompany believes that a 
tax position is supportable for income tax 
purposes, the item is included in its income tax 
returns. Where treatment of a position is 
uncertain, liabilities are recorded based upon 
the Company's evaluation of the "more likely 
than nof outcome considering the technical 
merits of the position based on.specific tax 
regulations and the facts of each matter. 
Changes to recorded liabilities are made only 
when-an identifiable-event occurs that changes 
the likely .outcome, such as settlement with the 
relevant tax authority, the expiration of statutes 
of limitation fbr the subject tax year, a change 
in tax laws, or a recent court case that 
addresses the matter. 

While the judgments and estimates made by 
the Gompany are based on managemenfs 
evaluation of the technical merits of a matter. 
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reportirig unit fair values, and other corporate 
assets and liabilities divided by diluted 
common shares outstanding to the Company's 
traded stock price on the testing date. For 
reporting units whose recorded value of net 
assets plus goodwill is in excess of their 
estimated fair values, the fair values of the 
individual assets and liabilities of the 
respective reporting units are then determined 
to calculate the amount of any goodwill 
impairment charge required (see Note 9). 

assisted as necessary by consultation with 
outside consultants, historical experience and 
other assumptions that management believes 
are appropriate and reasonable under current 
circumstances, actual resolution of these 
matters may differ from recorded estimated 
amounts, resulting in charges or credits that 
could materially affect future financial 
statements. 
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See Note 4 for a discussion of the adoption of 
FASB Interpretation No. 48 (FIN 48), 
"Accounting for Uncertainty in Income Taxes, 
an interpretation of FASB Statement No. 109" 
in 2007. 

STOCK-BASED COMPENSATION 

In accordance with tiie provisions of Statement 
of Financial Accounting Standards (SFAS) 
No. 123 (revised 2004). "Share-Based 
Payment" International Paper records costs 
resulting fi'om att stock-based compensation 
transactions in the financial statements. The 
amount of compensation cost recorded is 
measured, based on the grant-date fair value of 
the equity or liability instruments issued; In 
additiori. liability awards are remeasured each 
reporting period. Compensation cost is 
recognized over the period that an employee 
provides service in exchange for the award. 
See Note 18 for a further discussion of stock-
based compensation plans. 

ENVIRONMENTAL REMEDIATION COSTS 

Costs associated with environmental 
remediation obligations are accrued when 
such costs are probable and reasonably 
estimable. Such accruals are adjusted as 
further information develops or circumstances 
change. Costs of ftjture expenditures for 
environmental remediation obligations are 
discounted to their present value when the 
amount and timing of expected cash-payments 
are reliably determinable. 

ASSET RETIREMENT OBLIGATIONS 

In accordance with the provisions of SFAS 
No. 143, "Accounting for Asset Retirement 
Obligations." a liability and an asset are 
recorded equal to the present value of the 
estimated costs associated with the retirement 
of long-lived assets where ,a legal or 
contractual obligation exists and the liability 
can be reasonably estimated. The liability is 
accreted over time and the asset is 
depreciated over the life of the related 
equipment or facility, international Paper's 
asset retirement obligations under this 
standard principally relate to closure costs for 

Revisions to the liability could occur due to 
changes in the estimated costs or timing of 
closures, or possible new federal or state 
regulations affecting these closures. 

In connection with potential future closures or 
redesigns of certain production facilities, it is 
possible that the Gompany may be required to 
take steps to remove certain materials from 
these facilities. Applicable regulations and 
standards provide that the removal of certain 
materials would only be required if the facility 
were to be demolished or underwent major 
renovations. At this time, any such obligations 
haye an indeterminate settlement date, and 
the Gompany believes that adequate 
information does not exist to apply an 
expected-present-value technique to estimate 
any such potential obligations. Accordingly, the 
Company does not record a liability for such 
remediation until a decision is made that 
allows reasonable estimation of the timing of 
such remediation. 

TRANSLATION 01= FINANCIAL STATEMENTS 

Balance, sheets of international operations are 
translated into U.iS. dollars at year-end 
•exchange rates, white statements of 
operations are translated at average rates. 
Adjustments-resulting from financial statement 
translations are included as cumulative 
translation adjustments in Accumulated other 
comprehensive loss. 

NOTE 2 EARNINGS PER COMMON SHARE 

Basic earnings per common share from 
continuing operations are computed by 
dividing earnings from continuing operations 
by the weighted average number of common 
shares outstanding. Diluted earnings per 
common .share from continuing operations are 
computed assuming that all potentially dilutive 
securities, includirig "in-the-money" stock 
option's, were converted into common shares 
at the beginning pf each year, tn addition, the 
computation of diluted earnings per share 
reflects the inclusion of contingentiy 
convertible securities in periods when dilutive. 
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A reconciliation of the amounts included in the 
computation of basic earnings per common 
share from continuing operations, and diluted 
earnings per common share from continuing 
operations is as follows; 

In millions except per 
share amounts 
Earnings (loss) from 

continuing operations 
Effect of dilutive 

securities (a) 
Eamings (loss) from 

continuing 
operations -
assuming dilution 

Average common shares 
outstanding 

Effect of dilutive 
securities restricted 
performance share 
plan (a) 
Stock options (b) 
Contingently 

convertible debt 
Average common 

shares outstanding • 
assuming dilution 

Basic earnings (ioss) 
per common share 
from continuing 
operations 

Diluted earnings (loss) 
per common share 
from continuing 
operations 

2008 

$(1,269) 

-

$(1,269) 

421-0 

-
-

,:, -̂  

421.0 

$( 3.02) 

$( 3.02) 

2007 

S1.215 

-

$1,215 

428.9 

3.7 
0.4 

.. —: 

433.0 

$2. 83' 

$2, 81 

2006 

$1,282 

13 

$1,295 

476.1 

3.0 
0.2 

9.4 

488.7 

S2. 69 

S2 65 

(a) Securities are not included in the table in periods 
when antidilutive. 

(b) Options lo purchase 25.1 million, 17.5 miliiori and 
30.1 milliori shares for the years ended 
December 31, 2008. 2007 and 2006, respectively, 
were nol included in the computation of diluted 
common shares outstanding because their exercise 
price exceeded- the average market price of the 
Company's common stock for each respective 
reporting date. 

NOTE 3 INDUSTRY SEGMENT 
INFORMATION 

Financial information by industry segment and 
geographic area for 2008. 2007 and 2006 is 
preSbnted on pages 47 and 48. Effective 
January 1. 2008, the Company changed its 
method of allocating corporate overhead 
expenses to its business segments to increase 

NOTE 4 RECENT ACCOUNTING 
DEVELOPMENTS 

ASSET TRANSFERS, VARIABLE INTEREST 
ENTITIES AND QUALIFYING SPECIAL PURPOSE 
ENTITIES: 

In December 2008, the Financial Accounting 
Standards Board (FASB) issued FSP FAS 
140-4 and FIN 46(R)-8, which requires public 
companies to provide additional disclosures 

.about transfers of financial assets and an 
enterprise's involvement with variable interest 
entities, including qualifying special purpose 
entities. The disclosures required by this FSP 
must be provided in financial statements for 
the first, reporting period ending after 
December 15, 2008 (calendar year 2008). The 
Gompany included the requirements of this 
FSP iri the preparatiori of the accompanying 
financial statements. 

ACCOUNTING FOR CONVERTIBLEUEBT 
SECURITIES: 

In May 2008. the FASB issued FSP APB 14-1, 
"Accounting for Convertible Debt Instruments 
That May Be Settied in Gash upon Conversion 
(Including Partial Cash Settiement)." This FSP 
specifies that issuers that have convertible 
debt instrurnents that may be-settled in cash 
upon conversion (including partial cash 
settiement) should separately account for the 
liability and equity components in a manner 
that will reflect the entity's nonconvertible debt 
borrowing rate vvhen iriterest cbst is 
recognized in subsequent periods. This FSP is 
effective for financial statements issued in 
fiscal years (and, interim periods) beginning 
afl:er December 15. 2008 (calendar year 2009), 
and should be applied retrospectiveiy to all 
past periods presented even if the instrument 
has matured, has- been converted, or has 
otherwise been extinguished as of the FSP's 
effective date. The Company has no 
convertible- debt instruments that may be 
settied in cash upon conversion, 

INTANGIBLE ASSETS: 

In April 2008. the FASB issued FSP FAS 142-
3. "Determination of the Useful Life of 
Intangible Assets," which amends the factors 
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the expense amounts allocated to these 
businesses in reports reviewed by Its .chief 
executive officer to facilitate performance 
comparisons with other companies. 
Accordingly, the Gompany has revised its 
presentation of industry segment operating 
profit to reflect this change in allocation 
method, and has adjusted alt comparative prior 
period information on this basis, reducing 
reported industry segment operating profits for 
the two years ended December 31, 2007 and 
2006, by $526 million and $470 million, 
respectively, with no effect ori reported net 
income. 

that should be considered in developing 
renewal or extension assumptions used in 
determining the useful life of a recognized 
intangible asset. This FSP is effective for 
financial statements issued for fiscal years 
(and interim periods) beginning after 
December 15. 2008 (calendar year 2009) The 
Company is currentiy evaluating-the provisions 
ofthis FSP, 

60 
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DERIVATIVE INSTRUMENTS AND HEDGING 
ACTIVITIES: 

In March 2008. the FASB issued SFAS 
No. 161. "Disclosures about Derivative 
Instruments and Hedging Activities - An 
Amendment of FASB Statement No. 133." This 
statement requires qualitative disclosures 
about objectives and strategies for using 
derivatives, quantitative disclosures about fair 
value amounts of and gains and losses on, 
de.rivative instruments, and disclosures aboiit 
credit-risk-related contingent features in 
derivative agreements. Statement No. 161 is 
effective for fiscal years (and interim periods) 
beginning after November 15. 2008 (calendar 
year 2009). The Gompany intends to provide 
these disclosures beginning iri the first quarter 
of 2009. 

BUSINESS COMBINATIONS: 

In December 2007. the FASB issued SFAS 
No. 141(R), "Business Combinations," 
Statement 141 (R) establishes principles and 
requirements for how,an acquiring entity in a 
business combination recognizes and 
measures the assets acquired and liabilities 
assumed in the trarisaction; establishes the 
acquisition-date'fair value as the measurement 
objective for all assets acquired- and liabilities 
assumed; and requires the-acquirer to disclose 
to investors and other users all of the 
information needed to evaluate and 
understand the nature and financial effect of 
the business combination.. This statement will 
be effective prospectively for business 
combinations for which the acquisition date is 
on or after the beginning of the first anriual 
reporting period beginning on pr after 
December 15, 2008 (calendar year 2009). The 
Cpmpany is currently evaluating the provisions 
of this statement 

NONCONTROLLING INTERESTS IN 
CONSOLIDATED FINANCIAL STATEMENTS: 

In December 2007, the FASB also issued 
SFAS No 160, "Noncontrolling Interests in 
Consolidated Financial Statements - An 
Amendment of ARB 51." This statement 
clarifies that a noncontrolling (miriority) interest 

spectively for fiscal years beginning after 
December 15, 2008 (calendar year 2009), with 
presentation and disclosure requirements 
applied retrospectively to comparative financial 
statements. The Company will apply the 
provisions of this standard in the first quarter of 
2009, and does not anticipate this will have a 
materiat effect on its consolidated financial 
statements. 

FAIR VALUE OPTION FOR FINANCIAL ASSETS 
AND FINANCIAL LIABILITIES: 

In February 2007, the FASB issued SFAS 
No. 159. "The Fair Value Option for Financial 
Assets and Financial Liabilities - Including an 
Amendment of FASB Statement No 115." This 
statement pennits an entity to measure certain 
financial assets and financial liabilities at fair 
value, .which would result in the reporting of 
unrealized gains and losses in earnings at 
each subsequent reporting date. The fair value 
option may be elected on an instrument-by-
instrument basis, with few exceptions, as long 
as it is applied to the instrument in its entirety. 
The statemerit establishes presentation and 
disclosure requirements to help financial 
statement users' understand the effect of an 
entity's election on its earnings, but does not 
eliminate the 'disclosure requirements of other 
accounting standards. This statement was 
effective January 1, 2008. The Company 
elected not to apply the fair value option to any 
of its financial assets or liabilities 

EMPLOYERS' ACCOUNTING FOR DEFINED 
BENEFIT PENSION AND OTHER 
POSTRETIREMENT PLANS: 

In December 2008, the FASB issued FSP FAS 
132(R)-1 which amends Statement 132(R) to 
require more detailed disclosures about 
emptbyers' pta n assets, including employers' 
investriient strategies,'major categories of plan 
assets, concentrations of risk within plan 
assets-, and valuation techniques used to 
measure the fair value of plan assets. The 
disclosures required by this FSP must be 
provided in financial statements for fiscal years 
ending after December 15. 2009 (calendar 
year 2009). The Company is currentiy 
evaluating the provisions of the FSP. 
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in a subsidiary is an ownership interest .in the 
entity that should be reported as equity in the 
consolidated financial statements, tt also 
requires consolidated net income to include 
the amounts attributable to both the parent and 
noncontrolling interest, with disclosure on the 
face of the consolidated income statement of 
the amounts attributed to the parent and to the 
noncontrolling interest. This statement will, be 
effective pro-

61 

In September 2006, the FASB issued SFAS 
No, 158, "Employers' Accounting for Defined 
Benefit Pension and Other Postretirement 
Plans - an Amendment of FASB Statements 
No, 87". 88, 106. and 132(R)," This statement 
requires a calendar year-end company with 
publicly traded equity securities that sponsors 
a postretirement benefit plan to fully recognize, 
as an asset or liability, the overfunded or 
underftjnded 
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status of its benefit plan(s) in its year-end 
balance sheet tt also requires a company to 
measure its plan assets and be,nefit obligations 
as of its year-end balance sheet date 
beginning with fiscal years ending after 
December 15. 2008. The Company adopted 
the provisions of this standard as of 
December 31. 2006, recording an additional 
tiabitit/ of $492 million and an after-tax charge 
to Accumulated other comprehensive income 
of $350 million for its defined benefit, and 
postretirement benefit plans. 

FAIR VALUE MEASUREMENTS: 

In September 2006. the FASB issued SFAS 
No. 157. "Fair Value Measurements," which 
provides a single definition of fair vatiie. 
together with a framework for measuring it, 
and requires additional disclosure about the 
use of fair value to measure assets ahd 
liabilities, tt also emphasizes that fair value is a 
market-based measurement, not an entity-
specific measurement, and sets out a fair 
value hierarchy with the highest level being 
quoted prices in active markets. In February 
2008. the FASB issued FSP FAS 157-2 whi<:h 
delays the effective date of Statement No. 157 
for all nonrecurring fair value measurements of 
nonfinancial assets and liabilities until fiscal 
years beginning after November 15. 2008 
(calendar year 2009). The Company partially 
adopted the provisions of SFAS No. 157 with 
respect to its financial assets and liabilities .that 
are measured at fair value effective January 1, 
2008 (see Note 14). tn October 2008, FASB 
issued FSP FAS 157-3. which clarifies the 
application of SFAS No. 157 in cases where 
the market for the asset is not active. FSP FAS 
157-3 is effective upon issuance. The 
Gompany considered the" guidarice provided 
by this FSP in the preparation of the 
accompanying financial statements. The 
Gompany is currentiy evaluating the effects of 
the remaining provisions of SFAS No. 157. 

ACCOUNTING FOR PLANNED MAJOR 
MAINTENANCE ACTIVITIES: 

In September 2006, the FASB issued FASB 
Staff Position (FSP) No. AUG AtR-1, 
'Accounting for Planned Major-Maintenance 

ACCOUNTING FOR UNCERTAINTY IN INCOME 
TAXES: 

In June 2006. the FASB issued FASB 
Interpretation No. 48 (FIN 48), "Accounting for 
Uncertainty in Income Taxes, an Interpretation 
of FASB Statement No. 109," FIN 48 
prescribes a recognition threshold and 
measurement attribute for the financial 
statement recognition and measurement of a 
tax position taken or expected to be taken in 
tax returns. Specifically, the financial statement 
effects of a tax position may be recognized 
only vvhen it is determined that it is "more likely 
than not" ,that, based on its technical merits. 
the tax position wilt be sustained upon 
examination by the relevant tax authority The 
amount recognized shall be measured as the 
largest amount of tax benefits that exceed a 
50% probability of being recognized. This 
interpretation also expands income tax 
disclosure requirements. International Paper 
applied the provisions of this interpretation 
beginning in the first quarter of 2007. The 
adoption of this interpretation resulted in a 
charge to the beginning balance of retained 
earnings of $94 million at the date of adoption 

ACCOUNTING FOR CERTAIN HYBRID FINANCIAL 
INSTRUMENTS: 

In February 2006, the FASB issued SFAS 
No. 155. "Accounting for Certain Hybrid 
Financial Instruments - an Amendment of 
FASB Statements No, 133 and 140." which 
provides entities with relief from having to 
separately determine the fair value of an 
embedded derivative that would othenA/ise be 
required to be bifurcated from its host contract 
in accordance with SFAS No, 133. This 
statement allows an entity to make an 
irrevocable election to measure such a hybrid 
financial instrument at fair value in its entirety, 
with changes in fair value recognized in 
eamings. This statement was effective for 
tnternationat Paper for all financial instruments 
acquired. issued, or subject to a 
remeasurement event occurring after 
January 1, 2007. The adoption of SFAS 
Nb. 155 in 2007 did not have a material impact 
on the Company's consolidated financial 
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Activities," which permits the application of 
three alternative methods of accounting for 
planned major maintenance activities; the 
direct expense, built-in-overhaul, and deferral 
methods. The FSP was effective for the first 
fiscal year beginning after December 15, 2006. 
tnternationat Paper adopted the direct expense 
method of accounting for these costs in the 
first quarter of 2007 with no impact on its 
annual consolidated financial statements. 

statements. 

NOTE 5 ACQUISITIONS, EXCHANGES AND 
JOINT VENTURES 

ACQUISITIONS: 

2008: On August 4. 2008, International Paper 
completed the acquisition of the assets of 
Weyerhaeuser Company's Containerboard. 
Packaging and Recycling (CBPR) business for 
approximately $6 bil-

62;; . 
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tion in cash, subject to post-closing 
adjustriients. In June 2008, the Company had 
issued $3 billion of unsecured senior notes iri 
anticipation of the acquisition. The remainder 
of the purchase price was financed though 
borrowings under a $2,5 billion bank term toan. 
$0.4 billion of borrowings under a receivables 
securitization program and existtng cash 
balances. The GBPR operating results are 
included in International Pajser's North, 
American Industrial Packaging bijsiness from 
the date of acquisition. 

The following table summarizes the preliminary 
allocation of the fair value of the assets and 
liabilities acquired at December 31, 2008. The 
final allocation is expected to be completed 
during the first half of 2009. 

In millions 
Cash and temporary investments 
Accounts and notes receivable, net 
Inventory 
Other current assets 
Plants, properties and equipment, net 
Goodwill 
Other intangible assets 
Deferred charges and other assets 

5 2 
655 
566 

15 
4.947 

306 
65-
56 

Total assets acquired 6,612 
Accounts payable and accrued liabilities 
Deferred income taxes 
Other liabilities 

450 
9 

84 
Total liabilities assumed 543 
Net assets acquired $6,069 

The identifiable intangible assets acquired in 
connection with the GBPR acquisition included 
the following; 

In millions 
Asset Class: 
Tradenames 
Patented technology 
Proprietary software 
Power agreements 
Water rights 
Total 

Estimated 
Fair Value-

$ 

$ 

8' 
15 
16 
20 

6 
65 

Average 
Remaining 
Useful Life 

4 - 1 2 years 
4 - 1 2 years 

4 - 5 years 
1 - 7 years 

Indefinite 

In connection with the preliminary purchase 
price allocation, inventories were written up by 
approximately $39 million before taxes ($24 
million after taxes) to their estimated fair value. 

Additionally. Selling" and administrative 
expenses for,-the\2008 third and fourth quarters 
iricluded $45 miliion in charges before taxes 
($28 million after taxes) for integration costs 
associated with the acquisition. 

2007: On August 24, 2007, International Paper 
completed the acquisition of Central Lewmar 
LLG, a privately held paper and packaging 
distributor in the United States, for $189 
million. International Paper's,- distribution 
business, xpedx, now operates Ceritral 
Lewmar as a business within its muttiple brand 
strategy. 

During the first-quarter of 2008, the; Gdmpany; 
finalized the allocation of the pureriaji&t priG| to 
the fair value of the assets ;and tiabilitibs, 
acquired as follows; 

Inmillions 
Accounts receivable, net 
Inventory 
Other current assets 
Plants, properties-and equipment, net 
Goodwill 
Deferred tax asset 
Other intangible assets 

$116 
^;3i-

7 
2 

81 
2-

33 
Total assets acquired 
Other current liabilities 
Other liabilities 
Total liabilities assumed 
Net assets acquired 

272 
79 
4 

.,..;-.: m: 
. ' • . . T W m 

Thejdentifiabte intangible assets acquired in 
connection with the Central Lewmar 
acquisition included the following; 

In millions 

AssetClass: 
Customer lists 
Non-compete 

covenants 
Tradenames 
Total 

Estimated 
Fair 

$ 

$ 

Value 

18 

7 
8 

33 

Average 
Remaining 
Useful Life 

:(a¥aeqijisitipn 
-JEigife); 

1'3:years 

•5"yeaFs 
,-1;5:yiaii.. 

Central Lewm'ar's financial position and fesyltii 
of operations have been included in 
tnternationat Paper's consolidated financial 
stateriients since its,acquisition on August24, 
2007, 
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As the related inventories were sold during the ^ , , . . ^ „ _ , , ,- , r, 
2008 third quarter, this amount was included in ^"^ .^"'V, i ^ • ^007. Intemational Paper 
Cost of products sold for the quarter. purchased the remaining shares of COmpagnie 

Marocaine des Cartons et des Papiers 
^^ (CMCP) in Mproccp for approximately $40 
^ ^ million. In October 2005. the 
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Company had acquired approximately 65% of 
CMCP for approximately $80 million in cash 
plus assumed debt of approximately $40 
million. The Moroccan packaging company is 
now wholly owned by International Paper and 
managed as part of the Company's European 
Container business. 

The identifiable intangible assets acquired in 
connection with both ofthe CMCP acquisitions 
included the following; 

Average 
Estimated Remaining 

In millions Fair Value Useful Life 
(at acquisition 

date) 

3 years 
23 years 

In millions 

Asset Class: 
Trademarks and 

tradenames 
Customer lists 

2 
22 

Total 24 

EXCHANGES: 

On February 1, 2007, the Gompany completed 
the non-cash exchange of certain pulp and 
paper assets in Brazil with Votorantim 
Celulose e Papel S.A. (VGP) that had been-
announced in the fourth quarter of 2006, The 
Gompany exchanged its in-progress pulp mitt 
project and certain forestland operations, 
including approximately 100,000 hectares of 
surrounding forestiands in Tres Lagoas. Brazil, 
for VCP's Luiz Antoriio uncoated paper and 
pulp mill and approximately 55,000 hectares of 
forestiands in the state of Sao Paulo, Brazil. 
The exchange improved the Gonipany's 
competitive position by adding a globally cost-
competitive paper mill, thereby expanding the 
Company's uncoated freesheet capacity in 
Latin America and providing additional growth 
opportunities in the region. The exchange was 
accounted for based on the fair value of assets 
exchanged, resutting in the recognition in 2007 
of a pre-tax gain of $205 million ($159 million 
after taxes) representing the difference 
between the fair value and book value of the 
assets exchanged. This gain is included in Net 
losses (gains) on sates and impairments of 
businesses in the accompanying consolidated 
statement of operations. 

The following table summarizes the allocation 

Accounts receivable, net 
Inventory 
Other current assets 
Plants, properties and equiprrterit, nfet 
Forestlands 
Goodwill 
Other intangible assets 
Other long-term assets 

$• 5:5 
19 
40 

582 
434 
521 
154 

9 
Total assets acquired 
Other current iiabilities 
Deferred income taxes 
Other liabilities 
Total liabilities assumed 
Net assets acquired 

Identifiable intangible 
following; 

in millions 

Asset Class: 
Non-competition 

agreement 
Customer lists 
Tdtal 

1.814 
18 

270 
6 

294 
$1,520 

a^btlsfebtuded: the 

Estimated 
Fair Value 

$ 10 
144 

S 154 

Average 
Remaining 
Useful Life 

(at acquisition 
date) 

2 years 
1 0 - 2 0 years 

The -following unaudited pro forma information 
for the years ended December 31. 2008. 2007 
and 2006 presents the results of operations of 
International Paper as ifthe GBPR and Central 
Lewmar acquisitions, and the Luiz Antonio 
asset exchange, had occurred on Jariuary 1, 
2006.. fhis pro forma information does not 
purport to represent International Paper's 
actual results of operations if the transactions 
described above would have occurred on 
January 1. 2006, nor is it necessarily .indicative 
of future results. 

In millions, except per 
share amounls 
Net sales 
Earnings (loss) from 

continuing 
operations 
Net eamings (loss) 
Earnings (loss) from 

continuing 
operations per 
common share 

Net earnings (loss) 
per common share 

:.:Wa&i-
,:$27i920': •• 

•mmm 
-0m '̂ 

:W0f 
.--;:.; V 

(3^23) 

2007 
;$27,489; 

1#83 
1;052; 

•;24o' 

2.43. 

,2006 

•mrm^' 

1::218-
:986= 

1:49' 

;2.02 
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OTHER ACQUISITIONS: 

In 2001. tnternationat Paper and Garter Holt 
Harvey Limited (CHH) each acquired a 25% 
interest in International Paper Pacific 
Millennium Limited (IPPM). IPPM is a Hong 
Kong-based distribution and packaging 
company with operations in China and other 
Asian countries. On August 1. 2005, pursuant 
to an existing agreement, tnternationat Paper 
purchased a 50% third-party interest in IPPM 
(now renamed International Paper Distribution 
Limited) for $46 million to facilitate possible 
further growth in Asia. Finally, iri May 2006. the 
Gompany purchased the remaining 25% 
interest for $21 million. The financial position 
and results of operations of this acquisition 
have been inciuded in International Paper's 
consolidated financial statements from the 
date of acquisitiori in 20.05. 

JOINT VENTURES: 

On October 5, 2007, International Paper and 
ttim Holding S.A. announced the completion of 
the formation of a 50;50 joint venture to 
operate in Russia as llim Group. To form the 
joint veriture. International Paper purchased 
50% of ttim Holding S.A. (llim) for 
approximately $620 milJion, including $545 
million in cash and $7,5 miliion of notes 
payable (see Note 13), and contributed an 
additional $21 million in 2008. The Company's 
investment in llim totaled approximately $660 
million at December 31. 2008, which is 
approximately $350 million higher than the 
Cbmpany's share of the underlying net assets 
of llim Based on current estimates, 
approxiriiately $270 million of this basis 
difference, principally related to the,estimated 
fair value write-up of llim plant, property and 
equipment, is being amortized as a reduction 
of reported net income over the estimated 
remaining useful lives of the related assets. 
Approximately $84 million of the difference 
represents estimated goodwill. 

A key element of the proposed joint venture 
strategy is a, long-term investment program in 
which the joint venture will invest, through cash 
from operations and additional borrowings by 

International Paper is accounting for its 
investment in llim using the equity method of 
accounting. Due to the complex structure of 
Ilim's bperations, and the extended time 
required for itim to prepare consolidated 
financial information in accordance with 
accounting principles generally accepted in the 
United States, the Company is reporting its 
share of Ilim's results of operations on a one-
quarter lag basis. Accordingly. the 
accompanying consolidated statement of 
operations for the year ended December 31. 
2008 includes the Company's share of Ilim's 
operatirig results for the twelve months ended 
September 30, 2008 under the caption Equity 
earnings, net of taxes. 

In October and November 2006, International 
Paper paid approximately $82 million for a 
50% interest in the International Paper & Sun 
Cartonboard Co.. Ltd.- joint venture that 
currently operates two coated paperboard 
machines in Yanzhou Gity. China. In 
December 2006, a 50% interest was acquired 
iri ,a secorid jbint venture, the Shandong^ 
Internatipnal Paper & Sun Coated Paperboard 
Co., Ltd, for approximately $28 million. This 
joint venture was formed to constmct a third 
coated paperboard machine that was 
completed and began operations in the third 
quarter of 2008. The financial position and 
results of operations of this joint venture have 
been included in International Paper's 
consolidated financial statements from the 
date of acquisition in 2006. The operating 
results of these ventures did not have a 
material effect on the Company's consolidated; 
results of operations in 2008. 2007 or 2006 

NOTE 6 RESTRUCTURING, BUSINESS 
IMPROVEMENT AND OTHER CHARGES 

This footnote discusses restructuring, business 
improvement and other charges recorded for 
each of the three years included in the period 
ended December 31, 2008. tt includes a 
summary of activity for each year, a roltfonAfard; 
assbciated with severance and other cash; 
costs arising in each year, and tables 
presenting details ofthe 2068,-,2007 and 2006 
organizational restructuring programs. 
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the joint venture, approximately $1,5 billion in 
llirn's three mitts over approximately five years. 
This planned investment in the Russian pulp 
and paper industry witl be used to upgrade 
equipment, increase production capacity and 
allow for new high-value uncoated paper, pulp 
and corrugated packaging product 
devetopment. Due to the recent economic 
downturn, this capital expansiori strategy will 
likely be initiated when market conditions 
improve. 

2008: During 2008, total restructuring and other 
charges- of $370 million before taxes ($227 
million after taxes) were recorded. These 
charges included; 

• a $123 million charge before taxes ($75 
million after taxes) related to the stiutdown of 
tiie Company's Bastrop, Louisiana milt, 
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» a $30 million charge before taxes ($18 million 
after taxes) related to the shutdown of a 
paper machine at the Compariy's Franktin, 
Virginia milt, 

• a $53 million charge before taxes ($32 million 
after taxes) related to a 2008 initiative to 
reduce its overhead cost structure and 
reduce its global salaried workforce by 
approximately 1.000 to 1.500 employees by 
the end of 2009, 

• a $53 million charge before taxes ($33 million 
after taxes) to write-off alt supply chain 
initiative developriient costs for U.S. 
container operations that will not be 
implemented due to the GBPR acquisition, 

• a $75 million charge before taxes ($47 million 
after taxes) for adjustments of legal reserves 
(see Note 11). 

• a $30 million charge before taxes ($19 million 
after taxes) related to the restructuring of the 
Company's Shorewood operations' in 
Canada, 

• a pre-tax charge of $8'million ($5 million after 
taxes) for closure costs associated with the 
Ace Packaging business, and 

• a $2 million credit before taxes ($2 rinillion 
credit after taxes) for organizational 
restructuring programs, principally associated 
with the Company's 2006 Transformation 
Plan, 

The following table presents a detail of the 
$370 million restructuririg and other charges by 
business; 

First Second Third 
In millions Quarter Quarter Quarter 
Printing 

Papers $ 
Industrial 

Packaging 
Consumer 

Packaging 
Corporate 
Total $ 

- S 

-

5(0 
37 
42 $ 

- $ 

-

13"=̂  
-

13 $ 

-

-

gtCi 

89 
97 

Fourth 
Quarter Tote 

$ 153'^'SI 5 

g(b) 

4<=' 3 
53 17 

S 218 $37 

(c) Includes $22 million of severance charges. $7 
million of accelerated depreciation charges and $1 
million of other charges related to the 
reorganization of the Company's Shorewood 
operations. 

Included in the $370 million of organizational 
restructuring and other charges is $38 million 
of severance charges and $15 million of 
related benefits related to the Company's 2008 
overhead cost reduction initiative. 

The following table presents a roll fon/vard of 
the severance and other costs for 
approximately 1.675 employees included in the 
2008 restructuring charges; 

In millions 
Opening balance (first quarter 

2008) 
Additions (second quarter 2008) 
Additions (third quarter 2008) 
Additions (fourth quarter 2008) 
2008 activity 

Cash charges 
Balance. December 31. 2008 

Severance 
and Other 

S 7 
11 
5 

97' 

IM: 
$ 96; 

(a) Includes $71 million of accelerated depreciatior 
charges, $32 million of severance charges, $1'i 
million of envimnmental expenses, and $9 million o 
other charges related to the shutdown of tht 

As" of December 31. 2008, 448 employees had 
left the Gompany under these programs. 

2007: During 2007. totat restructuring and other 
charges of $95 million before taxes ($59 
million after taxes) were recorded. These 
charges inciuded; 

• a $30 million charge beforetaxes;($19,'million 
after taxes) for organizatiorial restructuring 
programs, principally associated with the 
Company's 2006-Transformation Plan. 

• a-$27 million charge before taxes ($17 mittipn: 
after taxes) for the accelerated depreciatibn 
of long-lived assets being removed ft"bni 
service. 

• a $33 million charge before taxes ($21 mitlibn 
after taxes) for accelerated depreciatioi:) 
charges for the Terre Haute mitt which was 
shut down as part pf the 2006 Transformation 
Plan. 

• a $10-niillion charge before taxes ($6 million 
after taxes) for environmental costs 
associated with the Terre Haute mill. 
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Bastrop, Louisiana mill, and $23 million ot • a $4 million charge before taxes ($2 million 
accelerated depreciation charges, $6 million ot after taxes) related to the restructuring of the 
severance charges^ and $1 million of other charges Company's Brazil operations, and 
related to the shutdown of a paper machine at the ^ ' '̂  
Franklin, Virginia mill . a pre-tax gain of $9 million ($6 million after 

(b) Includes $2 million of severance charges, $2 million taxes) for an Ohio Commercial Activity tax 
of accelerated depreciaiion charges and-.$4 million adiustment 
of other charges related to tho closure of the Ace ' 
Packaging business. 66 
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The following table presents a detail of the $95 
million of restructuring and other charges by 
business: 

First 
In millioris Quarter 
Printing 

Papers $ 
Industrial 

Packaging 
Consumer 

Packaging 
Forest 

Products 
Distribution 
Corporate 
Total $ 

, „ 

'S^edri:d: 
Quarter 

14(a) $ 

~ 

-

— 
-
4 

18 $ 

12<-" 

12'^' 

-

— 
-
2 

26 

Third 
Quarter 

S 

% 

4 

37*''' 

-

1 
-
-

42 

Fourth 
Quarter Ti: 

$• 

1 

$-

1l'"'.$ 

7 

-

1 
-

(10) 
9 $ 

(a) Includes $12 million, $11 million and $4 million in 
the 2007 first, second and fourth quarters, 
respectively, of accelerated depreciation charges 
related to equipment being removed from service. 

(b) Includes $6 million in the 2007 second quarter and 
$27 million in the 2007 third quarter of accelerated 
depreciaiion charges related to the closure .of the 
Terre Haute, Indiana mill, and $10 million in the 
third quarter for Terre Haute environmentai 
expenses. 

Included in the $30 million of organizational 
restructuring and othef charges is $18 million 
of severance charges for 449 employees 
related to tiie Company's 2006 Transformation 
Plan, As of December 31, 2008, all 449 
employees had been terminated. 

The foltowing table presents a roll fonward of 
the severance and other costs included in the 
2007 restructuririg plans; 

Severance 
In millions and Other 
Opening balance (first quarter 

2007)' 
Additions (second quarter 2007) 
Additions (third quarter 2007) 
Additions (fourth quarter 2007) 
2007 activity 

Cash charges 
2008 activity 

Cash charges 
Balance, December 31. 2008 

6 

% -

(23): 

(7) 
$ 

2006: During 2006, total restructuring and other 
charges of $300 million before taxes ($184 
million after taxes) were recorded. These 
charges included; 

• a $165 million charge before taxes ($102 
million after taxes) for eariy debt 
extinguishment costs, 

• a $97 million charge before taxes ($60 million 
after taxes) for litigation seftterriehts and 
adjustments to legal reserves, 

•a pre-tax credit of $115 million ($70 million 
after taxes) for payments received relating to 
the Company's participation in the U.S. 
Coalition for Fair Lumber Imports, and 

va $4; million credit before taxes ($3 million 
afterfaxes) for other items. 

Earnings also included a $19 million pre-tax 
credit ($12 million after taxes) for net insurance 
recoveries related to the hardboard siding and 
roofing litigation, a $6 million pre-tax credit ($3 
million after taxes) for the reversal of reserves 
no longer required, and a $6 million pre-tax 
credit ($4 million after taxes) for interest 
received from the Canadian government on 
refunds of prior-year softwood lumber duties, 
which is included in Interest expense, net in 
the accompanying consolidated stsitement of 
operations. 

The following table presents a detail of the 
$157 million corporate-wide organizational 
restructuring charge by business; 

First Second 
In millions Quarter Quarter 

Third Fourth 
Quarter Quarter Tot 

Printing 
Papers S 

Industrial 
Packaging 

Consumer 
Packagtiig 

Forest 
Products 

Distnbution 
Corporate 

4 $ 2g(a.b) 5 12^'*'$ 12^''>$: 

1 
2 

14 

9 
1 

34 (c) ( 
Tola! 18$ 48 57 $ 34 $1i 

(a) Includes $15 million of pension and poslretiremeni 
curtailment charges and termination benefits. 

(b) Includes $7 million, $9 million and $11 million in the 
2006 second, thiid and fourth quarters, 
respectively, of accelerated depreciation charges 
related to equipmerit to be taken out of service as a 
result of the 2006 Transformation Plan. 

(c) Includes $29 million of lease termination anc 
relocation costs relating to tho relocation of the 
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a $157 million charge before taxe^ ($95 e6iimcmtoMmphis,ferinessee. 
million after taxe$|) for orgfrii^atibpl ' KT 
re#uGturing prpgrarns, prinbipbllyassbCiafe^ ^^ 
with the Gompany's 2001 Transformatibri 
Plan, • 
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The following table presents the components 
of the organizational restructuring charge 
discussed above; 

in millions 
Printing Papers 
Industrial 

Packaging 
Consumer 

Packaging 
Forest Products 
Distribution 
Corporate 
Total 

Asset 
Write
downs 
$ 27 

-

-
— 
-_ 
5 

;.$.. M 

Severance 
and Other 

$ 

. . . $ • • . . . ' 

27 

7 

9 
15 
10 

- ;57. 
125 

Total 
$54 

7 

9 
15 

IS; 
- W 
S'157 

The foliowing table prespi'fe a rblf fprward-|if 
the severance arid other costsJrictuded; in fhe 
2006 restructuring plans; 

In miliions 
Opening balance (first quarter 

2006) 
Additions (second quarter 2006) 
Additions (third quarter 2006) 
Additions (fourth quarter 2006) 
2006 Activity 

Cash charges 
Reclassifications: 

Pension and postretirement 
curtailments and 
tennination benefits 

2007 Activity 
Cash charges 

Balance, December 31, 2007 

Severance 
and Other 

$ 

S 

18 
37 
47 
23 

(50) 

(19) 

(56) 

The severance charges recorded in 2006 
related to 1,669 employees. As of 
December 31, 2008, all 1,669 employees had 
been terminated. 

NOTE 7 BUSINESSES HELD FOR SALE, 
DIVESTITURES AND IMPAIRMENTS 

DISCONTINUED OPERATIONS: 

2008: During the fourth quarter of 2008, the 
Gompany recorded pre-tax gains of $9 million 
($5 million after taxes) for adjustments to 
reserves associated with the sale of 
discontinued operatibns. 

During the first quarter of 2008, the Compariy 
recorded a, pre-tax charge of $25 million ($16 
riiillion after- taxes) related to the final 

2007: During the, fourth quarter of 2007, the 
Cpmpany recorded a pre-tax charge of $9 
million ($6 million after taxes) and a pre-tax 
credit of $4 million ($3 million after taxes) 
relating to adjustments to estimated losses on 
the sates of its Beverage Packaging and Wood 
Products businesses. respectively. 
Additionally, during the fourth quarter, a $4 
million pre-tax charge ($3 million after taxes) 
w"as recorded for additional taxes associated 
with the sale of the Company's former 
Weldwood of Canada Limited business. 

During the third quarter of 2007. the Gompany 
completed the sale of the remainder of its non-
U.S. Beverage Packaging business 

During the second quarter of 2007, the 
Gompany recorded pre-tax charges of $6 
million ($4 million after taxes) and $5 million 
($3 million after taxes) relating to adjustments 
to" estimated losses on the sates of its Wood 
Pî oducts and Beverage Packaging 
businesses, respectively. 

During the first quarter of 2007, the Gompany 
recorded pre-tax credits of $21 million ($9 
miilion after taxes) arid $6 million ($4 million 
after taxes) relating to the sales of its Wood 
Products .and Kraft Papers businesses, 
respectively, th addition, a $15 million pre-tax 
charge ($39 million after taxes) was recorded 
for adjustments to the toss on the completion 
"of the sale of most of the Beverage Packaging 
bijsiness. Finally, a pre.-taik credit of 
approximately $10 million ($6 million after 
taxes) was recorded for refunds received from 
the Canadian government of duties paid by the 
Company's former Weldwood of Canada 
Limited business. 

2006: During the fourth quarter of 2006, the 
Gompany entered irito an agreement to sell its 
Beverage Packaging business to Garter Holt 
Harvey Limited for approximately $500 million, 
subject to certain adjustments. The sate of the 
North American Beverage Packaging 
operations subsequently closed on 
January 31, 2007, and the sale of the 
remaining non-U.S. operations closed in the 
third quarter of 2007. 
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settlement of a post-closing adjustment to the ., , , ,, - ^ - - , ^. _. .u 
purchase price received by the Company for ' ^tso dunng the 2006 fourth quarter, the 
the sate of its Beverage Packaging business. p^-^Pf V ^""f^^ into separate agreemetits 
and a $3 million charge before taxes ($2 ^°^ ^^e sale of 13 lumber mitts for 
million after taxes) for 2008 operating tosses aPPJoxima ely $325 million, and five wood 
related to certain wood products facilities. K ' ^ U ' ^ ' ^ K - P ' ! ? ^°^aPP^OJ'f"f ̂ ly $237 rnillion, 

both subject to various adjustments at closing 
Both sates were completed in March 2007. 

68 
Based on the fourth-quarter commitments to 
sett the Beverage Packaging and Wood 
Products businesses. 
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the Company determined that the accounting 
requirements under SFAS No. 144. 
"Accounting for the Impairment or Disposal of 
Long-Lived Assets," as discontinued 
operations were met. Accordingly, net pre-tax 
charges of $18 million ($11 million after taxes) 
for the Beverage Packaging business and 
$104, million ($69 million after taxes) for the 
Wood Products business (including $58 million 
for pension arid postretirement termination 
benefits) were recorded in the fourth quarter as 
discontinued operations charges to adjust the 
carrying value of these businesses to their 
estimated fair value tess costs to sell. 

Additionally during the fourth quarter, a $37 
million pre-tax credit ($22 million after taxes) 
was recorded for refunds received from the 
Canadian government of duties paid by the 
Company's former Weldwood bf Canada 
Limited business and for other smaller items. 

During the third quarter of 2006, management 
had determined there was a current 
expectation that, more likely than not, the 
Beverage Packaging and Wood Products 
businesses would be sold. Based on the 
resutting impairment testing. pre-tax 
impairment charges of $115 million ($82 
million after taxes) and-$165 million before and 
after taxes were recorded to reduce the 
carrying values of the net assets of the 
Beverage Packaging and Wood Products 
businesses, respectively, to their estimated fair 
values. 

Also during the 2006 third quarter. 
International Paper completed the sale of its 
interests in a Beverage Packaging operation in 
Japan for a pre-tax gain of-$12 million (S3 
million after taxes), and the sale of its Brazilian 
Coated Papers business to Stora Enso Oyj for 
approximately $420 million. This business 
included a coated paper milt and lumber mitt in 
Arapoti. Parana State, Brazil, as well as 
50.000 hectares (approximately 124,000' 
acres) of forestiands in Parana. As the 
Gompany determined that the accounting 
requirements under SFAS No. 144 for 
reporting this business as a discontinued 
operation were met. the resulting $100 million 

imately $155-miliion in cash, subject to certain 
closing and post-closing adjustments, and two 
additional payments totaling up to $60 million 
payable five years from the date of closing, 
contingent upon business performance, A $16 
million pre-tax charge ($11 million after taxes) 
was recorded during the second quarter to 
further reducethe carrying value of the assets 
of the Kraft Papers business based on the 
terms ofthis definitive agreement The" sale of 
this business was subsequentiy completed on 
Jariuary 2, 2007. 

Revenues, earnings (toss) and earnings (loss) 
per share related to the Beverage Packaging. 
Wood Products, Brazilian Coated Papers, Kraft 
Papers -and Weldwood of Canada Limited 
businesses for 2007 and 2006 were as follows; 

In millions, except per share 
amounts 
Revenues 
Loss from discontinued 

operations 
(Loss) eamings from 
, operations 
Income tax benefit (expense) 

(Loss) earnings from 
operations, net of taxes 
Loss on sales and 

impairments 
Income tax (expense) benefit 

Loss on sales and 
impairrhehtSi net of taxes 

Loss from discontinued 
.operations, net.of taxes 

(Loss) earnings per common 
share from discontinued 
operations - assuming 
dilution 
(Loss) earnings from 

operations 
Loss on sales and 

impairments 
Loss per common share from 

discontinued operations, net 
of taxes and minority 
interest - assuming dilution 

2007 
$ 394 

$ (19) 
8 

(11) 

(4) 
(32) 

(36) 

S (47) 

$(0.03) 

(0.08) 

$(0.11) 

,2006-
•:$2M|Nt;:'; 

$' '136^ 
• (5f) 

85 

(406) 
89; 

.. •mm-

::;5ft{23# 

;$(3. I t 

(0,66): 

..m.m 
FORESTLANDS: 

2008: During the second and third quarters of 
2008, a pre-tax gain totaling $6 million ($4 
million after taxes) was recorded to adjust 
reserves related to the 2006 Transformation 
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pre-tax gain ($79 million after taxes) was 
recorded as a gain on sate of a discontinued 
operation. 

During the first quarter of 2006, the Gompany 
determined that the accounting requirements 
under SFAS No. 144 for reporting the Kraft 
Papers business as a discontinued operation 
were met. A $100 million pre-tax .charge ($61 
million after taxes) was recorded to reduce the 
carrying value of the net assets of this 
business td their estimated fair value. During 
the 2006 second quarter, the Gompany signed 
a definitive agreenient to sell this business for 
apiprbx-

Ptan forestiand sales, 

2007: During the third quarter of 2007, a pre
tax gain of $9 million ($5 million after taxes) 
was recorded to reduce estimated transaction 
costs accrued in connection with the 2006 
Transformation Plan forestiand sates. 

2006: During 20.06. in connection with the 
previously announced Transformation Plari, 
the Compariy completed .sates totaling 
approximately 5.6 million acres of forestlands 
for proceeds of approximately 

69 
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$6.6 billion, including $1.8 billion in cash and 
$4.8 billion of installment notes supported by 
irrevocable letters of credit (see Note 8). 
Additionally, the Gompany entered into fiber 
supply agreements with certain purchasers of 
these forestiands providing for the future 
detivery of pulpwood to specified Cbmpany 
facilities at market prices at time of detivery 
(see Note 11). The first of these trarisactions 
completed in the second quarter of 2006 
included approximately 76,000 acres sold for 
cash proceeds of $97 million, resulting in a 
pre-tax gain of $62 million. During the third 
quarter, 476,000 acres of forestlands were 
sold for $401 million, including $265 million in 
cash and $136 million of installment notes, 
resulting in a pre-tax gain of $304 riiillion. 
Finally, in the fourth quarter, the Gompany 
completed sates of 5.1, million acres of 
forestlands for $6.1 billion,, including $1.4 
billion in cash and $4.7 billion in installment 
notes, resutting in pre-tax gains totaling $4.4 
billion. These transactions represent a 
permanent reductibn in the Company's 
forestiand asset base and are not a part of the 
normal, ongoing operations of the Forest 
Resources business. Thus, the net gains 
resulting from these sales are separately 
presented in the accompanying consolidated 
statement of operations under the caption Gain 
on sale of forestlands. 

OTHER DIVESTITURES AND IMPAIRMENTS: 

2008: During the third quarter of 2008, based 
on a current strategic plan update of projected 
future operating results of the Company's 
Inverurie. Scotiand milt, a determination was 
made that the current book value of the mitt's 
long-lived, assets exceeded their estimated fair 
value, calculated using the probability-
weighted present value of projected future 
cash flows. As a result, a $107 million .pre-tax 
charge ($84 million- after ta.xes) was recorded 
in the Company's Printing Papers industry 
segment to write down the long-lived assets of 
the mitt to their estimated fair value. This 
charge is included in Net losses (gains) on 
sales and impairments of businesses in the 
accompanying consolidated statement of 

2007: During the fourth quarter of 2007, a $13 
million net pre-tax credit ($9 million after taxes) 
was recorded to .adjust estimated gains/tosses 
of businesses previously sold, including a $7 
million pre-tax credit ($5 million after taxes) to 
adjust the estimated loss on the sale of box 
plants in the United Kingdom and Ireland, and 
a $5 riiillion pre-tax credit ($3 niillion after 
taxes) to adjust the estimated toss on the sate 
of the Maresquel milt in France. 

During the third quarter of 2007, a pre-tax 
charge of' $1 million ($1 million credit after 
taxes) was recorded to adjust previously 
estimated tosses on businesses previously 
sold. 

During the second quarter of 2007, a $1 million 
net pre-tax credit (a $7 million charge after 
taxes, including a $5 million tax charge in 
Brazil) was recorded to adjust previously 
estimated gains/losses of businesses 
previously sold. 

During the first quarter of 2007, a $103 million 
pre-tax gain ($96 million after taxes) was 
recorded upon the completion of the sale of 
the Company's Arizona Chemical business. As 
part of the transaction. International Paper 
acquired a minority interest of approximately 
10% in the resulting new entity. Since the 
interest acquired represents significant 
continuing involvement in the operations of the 
busineiss under accounting principles generally 
accepted in the United States, the operating 
results for Arizona Chemical have been 
included in continuing -operations in the 
accompanying consolidated statement of 
operations through the date of sale. 

In addition, during the first quarter of 2007. a 
$6 million pre-tax credit ($4 million after taxes) 
was recorded to adjust previously estimated 
gains/losses of businesses previously sold. 

The net 2007 pre-tax gains totaling $122 
million discussed above are included, along 
with the $205 million gain on the exchange for 
the Luiz Antonio mitl in Brazil (see Note 5), in 
Net losses (gains) on sales and impairments of 
businesses in the accompanying consolidated 
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operations. In February 2009, a decision was 
made to close the mitl by the end of March 
2009. 

During the first quarter of 2008, a $1 million 
pre-tax credit ($1 million after taxes) was 
recorded to adjust previously estimated 
gains/tosses of businesses previously sold. 

The net 2008 pre-tax tosses totaling $106 
million discussed above are included in Net 
tosses (gains) on sates and impairments of 
businesses in the accompanying consolidated 
statement of operations. 

statement of operations. 

2006: During the fourth quarter of 2006, a net 
charge of $21 million befpre and after taxes 
was recorded for losses on sates and 
impairments of businesses. These charges 
included a pre-tax loss of $18 million ($6 
million after taxes) relating to the sale of 
certain box plants in the United Kingdom and 
Ireland, and ,$3 million of pre-tax charges (a $6 
million credit after taxes) for other small asset 
sates. 

70 
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During the third quarter of 2006, a net pre-tax 
gain of $61 miilion ($37 million after taxes) was 
recorded for gains on sales and impairments of 
businesses. This net gain included the 
recognition of a previously deferred $110 
million pre-tax gain ($68 million after taxes) 
related to a- 2004 sale of forestiands in Maine, 
a pre-tax charge of $38 million ($23,million 
after taxes) to reflect the completion bf the sale 
of the Company's Coated and 
Supercalendered Papers business in the 2006 
third quarter, and a net pre-tax toss of $11 
million ($7 million after taxes) related to other 
smaller sates. 

During the second quarter of 2006, a net pre
tax charge of $138 million ($90 million after 
taxes) was recorded, including a pre-tax 
charge of $85 million ($52 million after taxes) 
recorded to adjust the carrying value of the, 
assets of the Company's Coated and 
Supercalendered Papers business to their 
estimated fair value based on the terms of a 
definitive sales aigreemerit signed in the 
second quarter, a pre-tax charge of $52 million 
($37 million after taxes) recorded to, reduce the 
carrying value of the assets of the Company's 
Amapa wood products operations in Brazil to 
their estimated fair value based on estimated 
sates proceeds since a sale of these assets 
was considered more likely thari not at 
June 30. 2006. which was completed in the 
third quarter, and a net charge of $1 million 
before and after taxes related to other smaller 
items. 

During the first quarter of 2006. a pre-tax 
charge of $1.3 billion was recorded to write 
down the assets of the Company's Coated and 
Supercalendered Papers business to their 
estimated fair value, as management had 
committed to a plan to sell this business. In 
addition, other pre-tax charges totaling $3 
million ($2 million after taxes) were recorded to 
adjust estimated tosses of certain smaller 
operations that were"held for'sate. 

At the erid of the 2006 first quarter, the 
Gompany reported its Coated and 
Supercalendered Papers ,business as a 
discontinued operation based on a plan to sell 

continuing operations in the accompanying 
consolidated statement of operations. 
Accordingly, the operating results for this 
business, including the charge in the first 
quarter of $1,3 billion before and after taxes to 
write down the assets of "the business to their 
estimated fair value, are now included in 
continuing operations for att periods presented. 

Additionally, during the fourth quarter a $128 
million pre-tax impairment charge ($84 million 
"after taxes) was recorded to reduce the 
carrying value of the fixed assets of the 
Company's Saillat mill in France (included in 
the Printing Papers segment) to their 
estimated fair value, and in the third quarter, a 
pre-tax gain of $13 million ($6 million after 
taxes) was recorded related to a sate of 
property in Spain (included in the Industrial 
Packaging segment), 

the net 2006 pre-tax losses totaling 
approximately $1.5 billion ($1.4 billion after 
taxes) discussed above are included in Net 
tosses (gains) on sales and impairments of 
businesses in the accompanying consolidated 
statement of operations. 

NOTE 8 VARIABLE INTEREST ENTITIES 
AND PREFERRED SECURITIES OF 
SUBSIDIARIES 

VARIABLE INTEREST ENTITIES: 

In connection with the 2006 sale of 
approximately 5.6,million acres of forestiands, 
International Paper received installment notes 
(the Timber Notes) totaling approximately $4.8 
billion (a noncash adjustment to net earnings 
included in operating activities in the 
consolidated statement of cash flows under the 
caption Gains on sale of forestiands). The 
Timber Notes, which do not require principal 
payments prior to their August 2016 maturity, 
are supported by irrevocable letters of credit 
obtained by the buyers of the forestiands. 
During the 2006 fourth quarter, tnternationat 
Paper contributed the Timber Notes to newly 
formed entities (the Borrower Entities) in 
exchange for Class A and Glass B interests in 
theseentities (a $4,8 billion noncash investing 
activity). Subsequently. International Paper 
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the business. In the second quarter of 2006, 
the Gompany signed a definitive agreement to 
sett this business for approximately $1.4 billion, 
subject to certain post-dosing adjustmerits, 
and agreed to acquire a 10 percent limited 
partnership interest in CMP Investments L.P., 
the company that owns this business. Sirice 
this limited partnership interest represents 
significant continuing involvement in the 
operations of this business under accounting 
principles generally accepted in the U.S.. the 
operating results for Coated and 
Supercalendered Papers were required to be 
included 'm 

contributed its $200 million Class A interests in 
the Borrower Entities, atong with approximately 
$400 million of International Paper promissory 
riotes, to other riewly formed entities (the 
Investor Entities) in exchange for Ctass A and 
Glass B interests in these entities, and 
simultaheo.usly sold its Class A interest in the 
Investor Entities to a third party investor (a 
$600 million noncash investing activity, and a 
$200 million cash financing activity included in 
the corisolidated statement of cash flows in the 
caption Issuance of debt). As a result, at 
December 31, 2006, Interna-
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tional Paper held Glass B interests in the 
Borrower Entities and Glass B interests in the 
Investor entities valued at approximately $5.0 
billion, tnternationat Paper has no obligation to 
make any further capital contributions to these 
entities and did not provide financial or other 
support during 2008 or 2007 that was not 
previously contractually required. Based on ari 
analysis of these entities under the provisions 
of FIN 46(R) that considers the potential 
magnitude of the variability in the structure and 
which party bears a majority of the gains .or 
losses. International Paper determined that it is 
not the primary beneficiary of these entities, 
and therefore, should not consolidate its 
investments in these entities. It was also 
determined that the source of variability in the 
structure comes from changes in the value of 
the Timber Notes. The credit quality of the 
Timber Notes are enhanced by irrevocable 
tetters of credit which are 100% cash 
collateralized to loss as a resutt of its 
involvement with the structure. 

Also during 2006, the Borrower entities 
acquired approximately $4.8 billion of 
International Paper debt obligations for cash (a 
cash financing activity included in the 
consolidated statement of cash flows), 
resulting in a-total of approximately $5.2 billion 
of International Paper debt obligations held by 
the Borrower and Investor entities at 
December 31, 2006. The various agreements 
entered into in connection with these 
transactions provide that International Paper 
has. and tnternationat Paper intends to affect, 
a legal right to offset its obligation under these 
debt instruments with its- investments in the 
entities. Accordingly, for financial reporting 
purposes, as allowed under the provisions of 
FASB Interpretation No. 39, International 
Paper has offset approximately $5.1 billion of 
Glass B interests in the. entities against- $5.1 
billion of International Paper debt obligations 
held by these entities at December 31, 2008 
and 2007. The remaining $154 million of debt 
obligations is included in floating rate notes 
due 2009 - 2016 in the summary of long-term 
debt in Note 13. 

2008. International Paper's $553 million 
preferred interest in one of the entities has 
been, offset against related debt obligations 
since tnternationat Paper has. and intends to 
affect, a legal right of offset to net-settie these 
two amounts. Ofthe remaining $476 million of 
debt .pbligations. .$458 million is included in 
flpatirig rate notes due 2009 - 2016 and $18 
million in commercial paper and bank notes in 
the summary of long-term debt in Note 13. 

PREFERRED SECURITIES OF SUBSIDIARIES: 

In March 2003, Southeast Timber. Inc. 
(Southeast Timber), a consolidated subsidiary 
of tnternationat Paper, issued $150 million of 
preferred securities to a private investor with 
fijture dividend payments based on LIBOR. 
Southeast Timber, which through a subsidiary 
initially held approximately 1.5 million acres of 
forestlands in the southern United States, was 
International Paper's primary vehicle for sales 
of southern forestiands. As of December 31. 
2008, substantially att of these forestiands 
have been sold. These preferred securities 
may be put back to International Paper by the 
private investor upon the occurrence of certain 
events, and have a liquidation preference that 
approximates their face amount The $150 
million preferred third-party interest is included 
in Minority interest in the accompanying 
consolidated balance sheet Distributions paid 
tothe-third-party-investor were $10 rnillion, $13 
millibn- and $13 million in 2008; 2007 and 
2006^ respectively. The expense related to 
these preferred securities is shown in>minority 
interest expense in the accompanying 
consolidated statement of operations. 

NOTE 9 GOODWILL 

The following tables present changes in the 
goodwill balances as allocated to each 
business segment for the years ended 
December 31, 2008 arid 2007; 

Reclassifi-
Balance cations 

January 1. and Additions/ 
In millions 2008 Other (a) Reductions 
Printing 

Papers, $ 
Industrial 

Dece 

2,043 $ (140)$ (1,366)(b)$ 
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International Paper also holds variable 
interests in two financing entities that were 
used to monetize long-term notes received 
from the sale of forestiands'iri 2002 and 2001. 
tnternationat Paper transferred notes and cash 
having a value of-approximately $1.0 billion to 
these entities in excharige for preferred 
interests, and accounted for the transfers as a 
sale of the notes with no associated gain or 
loss. In the same period, the entities acquired 
approximately $1.0 billibri of International 
Paper debt obligations for cash. International 
Paper has not consolidated the entities in 
2008, 2007 or 2006 because it is .not the 
primary beneficiary of the entities. At 
December 31, 

Packaging 
Consumer 

Packaging 
Distribution 

683 

530 
394 

(2) 

6 

308(c) 

(434)(d) 
'. .5... 

Total S 3.650$ (136)$ (1,487) $;. 

(a) Represents the effects of fdmi^ri 
translations and reclassifications. 
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fib) Reflects a reduction from tax benefits generated by 
the deduction of goodwill amortization for tax 
purposes in Brazil and charges of $1.3 billion 
related lo the interim impairment testing oflhe U.S. 
Printing Papers business. 

(c) Reflects $306 million in purchase accounting 
adjustments related to ihe CBPR acquisition, and a 
$2 million purchase accounting adjustment related 
to the Compagnie Marocaine des Cartons et des 
Papiers (CMCP) exchange. 

(d) Reflects $4 million of additional goodwill related to 
joint ventures in China, and charges of $438 million 
related to the impairment testing of the U.S. and 
European Coated Paperboard businesses. 

Balance 
January 1, 

In millions 
Pnnting 

Papers $ 
Industrial 

Pacicaging 
Consumer 

Packaging 
Distribution 
Total S 

2007 

1,441 

670 

510 
308 

Reclassifi
cations 

and Additions/ Dec 
Other (a) Reductions 

S 104(c) $ 

5 

6 
-

2.929 $ 115 $ 

498(b) $-

8(d) 

14(e) 
86(f) 

606 $ 

(a) Represents the effects of foreign currency 
translations and reclassifications. 

(b) Includes $521 million from the acquisition of the 
Luiz Antonio mill in Febmary 2007, less a $23 
million reduction from tax benefits generated by the 
deduction of goodwill amortization for tax purposes 
in Brazil. 

(c) includes $,102 million of foreign currency translation 
effects related to goodwill recorded in the Luiz 
Antonio acquisition. 

(d) Reflects a $3 million decrease fmm ttie final 
purchase adjustments related to the Box USA 
acquisition, offset by a $2 million increase from 
adjustments upon the purchase of the remaining 
33 5% interest in Compagnie Marocaine des 
Cartons et des Papiers (CMCP) in August 2007. an 
$8 million increase from the acquisition of the 
Juarez and Chihuahua container plants in 
November 2007 and a $1 million increase from the 
completion of the purchase accounting for the 
IPPM acquisition. 

(e) Reflects additional goodwill related to certain joint 
ventures in China. 

(f) Reflects $81 milliori fn>m. the .acquisition of Central 
Lewmar in August 2007 and-$5 millioh.frbm asmall. 
acquisition in November 2007. 

Iri the fourth quarter of 2008, in conjunction 
with annual testing of its reporting units for 
possible goodwill impairments as of the 

Gompany determined that this decline, and the 
deterioration during the fourtii quarter in 
econonriic conditions, represented indicators 
tiiat required interim testing at year end for 
possible additional goodwill impairment. As a 
resutt, the Gompany performed an interim test 
as pf December 31 , 2008 and recalculated the 
estimated fair value o| its reporting units, as of 
that date using updated future cash flow 
projections and higher cost-of-capital discount 
rate assumptions, which resulted in the 
goodwill for hwo additional business units, the 
Company's U,S, Printing Papers business and 
its U,S. Coated Paperboard business, being 
potentially impaired. Based on managemenfs 
preliminary estimates, an additional goodwill 
impairment charge of $379 million was 
recorded, representing all of the goodwill for 
the U.S. Coated Paperboard business, as this 
was managemenfs best estimate of the 
minimum impairment charge that would be 
required upon the completion of a detailed 
allbcation of the business unit fair values to the 
individual assets and liabilities of each of the 
respective reporting units. In February 2009. 
based on additional work performed to date, 
mariagement determiried that it was probable 
that all o f the $1.3 billion of recorded goodwill 
forthe U.S. Printing Papers business would be 
impaired when testing was completed. 
Accordingly, "an "additional goodwill impairment 
charge of $1.3 biilion was recorded as a 
charge to operating results for the year ended 
December 31, 2008. Due to the complexity of 
the businesses involved, it is expected that 
testing will be finalized for these businesses by 
the erid of the first quarter of 2009. 

In the fourth quarter of 2006, the Gompany had 
recorded goodwill impairment charges of $630 
million arid $129 million related to its U,S, 
Coated Paperboard business and Shorewood 
business, respectively. No goodwill impairment 
charges were recorded in 2007. 

NOTE 10 INCOME TAXES 

The components of International Paper's 
earnings from continuing operations before 
income taxes, equity earnings and minority 
interest by taxing jurisdiction were; 
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beginning of the fourth quarter, the Gompany 
recorded a $59 million charge to write off att 
recorded goodwill of its European Coated 
Paperboard business. Subsequent to this 
testing date, the Company's market 
capitalization declined through December 31. 
2008. The 

73 

//7 millions 
Earnings (loss) 

U.S. 
Non-U.S. 

Earnings (loss) from 
continuing 
operations before 
income taxes, equity 
eamings and 
minority interest 

2008 

$(1,365) 
212 

$(1;;1S3) 

2007 

$ 801 
853 

$ f 654.. 

2006 

$3,166 
22 

.. $̂3,1:88 
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The provision (benefit) for income taxes by 
taxing jurisdiction was; 

In millions 2008 2007 2006 
Current tax provision 

(tjenefit) 
U.S. federal 
U.S. state and local 
Non-U.S. 

$159 S67 S 125 
(2) 20 38 
86 96 107 

$243 $183 , $ 270 
Deferred tax provision 

(benefit) 
U S. federal 
U.S, state and local 
Non-U,S. 

$(26) $163 $1,583 
(16) (17) 172 
(39) 86 (136) 

$(81) $232 $1.619 
income tax provision $162 $415 $1,889 

The Company's deferred income tax provision 
(benefit) includes a $14 million provision, a $2 
million provision and a $1 million provision for 
2008, .2007 and 2006, respectively, for the 
effect of changes in non-U.S. and state tax 
rates. 

International Paper made income tax 
payments, net of refunds, of $131 million, $328 
million and $249 million in 2008, 2007 and 
2006, respectively. 

A reconciliation of income tax expense using 
the statutory U.S. income tax rate compared 
with actijal income tax provision follows; 

In millions 2008 2007 2006 
Earnings (loss) 

from 
continuing 
C3geratic>ns, 
lief(^i%' 
ihePmetiXeSi 
equity 
earnings and 
minority 
interest 

Statutory U.S, 
income tax 
rate 

Tax (benefit) 
expense using 
statutory U,S. 
income tax 
rate 

State and local 
income taxes 

Tax rate and 
permanent 

$(1,153) $1,654 $3,188 

35% 

(404) 

(12) 

^sm: iSm.. 

mm • • -^MBi 

.136; 

The tax effects of significant temporary 
differences, representing deferred tax assets 
and liabilities at December 31, 2008 and 2007, 
were as follows; 

In millions 2008 2007 
Deferred tax assets: 

Postretirement benefit 
accruals $ 376 $ 410 

Pension obligations 1,275 79 
Alternative minimum and 

other tax credits 398 398 
Net operating loss 

carryforwards 604 406 
Compensation reserves 176 256 
Legal reserves 16 21 
Other 286 273 
Gross deferred tax assets 3,131 1,843 
Less: valuation allowance (72) (85) 
Net deferred tax assets $3,059 $1,757 

Deferred tax liabilities: 
Plants, properties and 

equipment 
Forestlands and related 

installment sales 
Othef 

$(2,317) $(2,078) 

(1,990) (1,870) 
„ . - 1130) 

-Gross deferred tax liabilities $(4,307) $(4,078) 

Net deferred tax iiabiiity $(1,248) $(2,321) 

Deferred tax assets and liabilities are recorded 
in the accbmpanying consolidated balance 
sheet under the captions Deferred income tax 
assets, Deferred charges and other assets, 
Other accrued liabilities and Deferred income 
taxes, the incî ease in 2008 in deferred tax 
assets principally relates to the tax impact of 
changes in recorded quatified pension 
liabilities. The increase in deferred income tax 
liabilities principally relates to additional 
depreciation taken on the Company's assets 
purchased in 2008. 

The valuation allowance for deferred tax 
assets as of December 31, 2007 was $86 
million. The net change in the total valuation 
allowance for the year ended December 31, 
2008,-was a decrease of $14 million. 

tnternationat Paper adopted the provisions of 
FASB interpretation Nb.48, "Accounting for 
Uncertainty in Income Taxes" (FIN 48). on 
January 1, 2007. As a resutt of the 
implementation of FIN 48, the Gompany 
recorded a charge to the beginning balance of 
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differehces'on 
non-U.S. 
earnings 

Net U.S. taxon , 
non-U.S. 
dividends 

Tax benefit on 
export sales 
and 
mahufaeturiHg 
activities 

Non^ieduetible 
business 
expenses 

Sales of non-
strategic 
assets and 
goodwill 
impairments 

Retirement plan 
dividends 

Tax credits 
Medicare subsidy 
Tax audit 
Other, net 
Income tax 

provision 
Effective income 

tax rate 

(30) 

46 -

(P) 

4 

622 

(3) 
(22) 

(8) 
(4) 

(14) 

$ 162 

(14)% 

(124) 

13 

(3) 

5 

9 

(6) 
(10) 

(8) 
(36) 

(6) 

S 415 

25% 

(19) 

33 

(6): 

15 

646 

•(7) 
(14) 
(11) 

-
-

$1,889 

59% 

retained earnings of $94 million. Including this 
cumulative effect amount, total unrecognized 
tax benefits at the date of adoption were $919 
rriillion. 

74- :-
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A reconciliation of the beginning and ending 
amount of unrecognized tax benefits is as 
follows; 

In millions 2008 2007 
Balance at January 1 
Additions based on tax positions 

related to current year 
Additions for tax positions of prior 

years 
Reductions for tax positions of 

prior years 
Settlements 
Expiration of statutes of limitations 
Currency translation adjustment 

$(794) $(919) 

(14) (12) 

(66) (30) 

67 74 
352 11-2 

3 5 
17 (24) 

Balance at December 31 $(435) $(794) 

Included in the balance at December 31, 2008 
and 2007 are $9 million and $340 million, 
respectively, for tax positions for which the 
ultimate benefits are highly certain, but for 
which there is uncertainty about the timing of 
such benefits. However, except for the 
possible effect of any penalties, any 
disallowance that would change the timing of 
these benefits would not affect the annual 
effective tax rate, but would accelerate the 
payment of cash to the taxing authority to an 
eariier period. 

The Gompany accrues interest on 
unrecognized tax benefits as a component of 
interest expense. Penalties, if incurred, are 
recognized as a component of income tax 
expense. The Company had approximately 
$74 million and $91 milliori accrued fbr the 
payment of estimated interest and penalties 
associated with unrecognized tax benefits at 
December 31. 2008 and 2007. respectively. 

The major jurisdictions where the Gompany 
files income tax returns are the United States; 
Brazil. France, Poland and Russia. Generally, 
tax years 2002 through 2008 remain open arid 
subject to examination by the relevant tax 
auttiorities. The Gompany is typically engaged 
iri various tax examinations at any given time, 
both in the United States and overseas. 
Currentiy. the Company, is engaged in 
discussions with the U.S. Internal Revenue 
Service to conclude the examination of tax 
years 2004 and 2005. As a result of these 
discussions, other pending tax audit 

believes that it is adequately accrued for 
possible audit-adjustments, the final resolution 
of these examinations cannot be determined at 
this tinrie and could result in final settlements 
thatdiffer from current estimates. 

The 2008 income tax provision of $162 million 
included a $207 million benefit related to 
special items which included a $175 million tax 
benefit related to restructuring and other 
charges, a $23 million tax benefit for the 
impairment bf certain non-U.S. assets, a $29 
million tax expense for U.S. taxes on a gain in 
the Company's ttim joint venture, a $40 million 
tax benefit related to the restructuring pf the 
Company's international operations, and $2 
million of other expense. Excluding the impact 
of special items, the tax provision was $369 
millipn. or 31'.5% of pre-tax, earriings before 
equity earnings and minority interest. 

The Gompany recorded an income tax 
provision for 2007 of $415 million, including a 
$41 .million benefit related to the effective 
settlement of tax audits, and $8 million of other 
tax benefits. Excluding the impact of special 
items, the tax provision was $423 million, or 
30% of pre-tax eamings before equity earnings 
and minority interest 

The Gompany recorded an income; tax 
provision for 2006 of $1,9 billion, consisting of 
a $1.6 billion deferred tax provision (principally 
reflecting deferred taxes on the 2006 
Transformation Plan forestland sales) and a 
$300 million current tax provision. The 
provision also includes an $11 million provision 
related to special tax adjustments. Excluding 
the impact of special items, the tax provision 
was $272 million, or 29% of pre-tax earnings 
before,equity earnings and minority interest. 

International Paper has U.S, federal and non-
U.S. net operating loss carryfonwards of 
approximately $488 million that expire as 
follows; 2009 through 2018 - $16-million. 
years 2019 through 2028 - $109 million and 
indefinite carryfonwards of $363 million. 
International Paper has tax benefits from net 
operating toss carryforwards for state taxing 
jurisdictions of approximately $274 million that 
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settlements, and the expiration of statutes of 
limitation, the Company currentiy estimates 
that the amount of unrecognized tax benefits 
could be reduced by up to $206 million during 
the next twelve months. At December 31, 
2007. the Gompany believed it was reasonably 
possible that a decrease of up to $365 million 
in unrecognized tax benefits would occur 
during the year ended December 31. 2008. 
During 2008. unrecognized tax benefits 
actually decreased by $359 million. White the 
Company 

expire as follows; 2009 through 2018 -
$108 million and 2019 through ,2028 - $165 
million. Internatipnal Paper also has U.S. 
federal; non-U.S. and state tax credit 
carryforwards that expire as follows; 2009 
through 2018 - $'57 million, 2019 through'2028 
- $90 mjllion. and indefinite carryforwards -
$337 million. Further, International Paper has 
state capital toss carryforwards that expire as 
follows; 2009 through 2018 - $7 million. 
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Deferred income taxes are not provided for 
temporary differences of approximately $2.6 
billion. $3.7 billion and $2.7 billion as of 
December 31. 2008. 2007 and 2006. 
respectively, representing earnings of non-U.S. 
subsidiaries intended to be permanently 
reinvested. Computation of the potential 
deferred tax liability associated with these 
undistributed earnings and other basis 
differences is not practicable. 

NOTE 11 COMMITMENTS AND 
CONTINGENT LIABILITIES 

Certain property, machinery and equipment 
are leased under cancelable and non-
cancelable agreements. 

Unconditional purchase obligations have been 
entered into in the ordinary course of business, 
principally for capital projects and the purchase 
of certain pulpwood, togs, wood chips, raw 
materials, energy and services, including fiber 
supply agreements to purchase pulpwood that 
were entered into concurrentiy witli the 2006 
Transformation Plan forestiand sates (see 
Note 7). 

At December 31, 2008. totat future minimum 
commitments under existing non-cancelable 
operating leases and purchase obligations 
vi/ere as follows; 

in millions 
Lease 

2009 2010 2011 2012-2013 Thereafter 

obligatiorft 174 S147 $124 $106 $86 S 
Purchase 

obligations 
(a) 

Total 
2.570 630 585 575 

$2,744 $777 $709 $681 
530 

$616$ 

139 

4.030 
4.169 

(a) Includes $2.9 billion relating to fiber supplŷ  
agreements entered into at the time of the 2006 
Transformation Plan forestland sales. 

Rent expense was $205 million. $168 million 
and $217 million for 2008. 2007 and 2006; 
respectively. 

tnternationat Paper entered into an agreement 
in 2000 to guarantee, for a fee. an unsecured 
contractual credit agreement between a 
financial institution and an unrelated third-party 
customer. In the fourth quarter of 2006. the 

may agree to indemnify buyer;s with respect to 
tax and environmental liabilities, breaches of 
representations and warranties, and other 
matters. Where liabilities for such matters are 
determined to be probable and subject to 
reasonable estimation, accrued liabilities are 
recorded at the time of sale as a cost of the 
transaction. 

In May 2008, a recovery boiler at the 
Company's Vicksburg, Mississippi facility 
exploded, resulting in one fatality and injuries 
to employees of contractors working on the 
site. The Cornpany has been served with 

-several lawsuits and is on notice of additional 
claims, and currentiy believes that it has 
adequate insurance to cover these lawsuits 
and other claims. The Company believes that 
the settlement of these lawsuits witl not have a 
material adverse effect on its consolidated 
financial statements. Additionally. the 
Gompany has received insurance proceeds in 
2008 that substantially covered, after 
deductible and retention amounts of $20 
rnillion, the property damage and business 
interruption losses resulting from this event, 

EXTERIOR SIDING AND ROOFING SETTLEMENTS 

Three nationwide class action lawsuits against 
the Gompany and Masonite Corp., a formeriy 
wholly-owned subsidiary of the Company, 
relatin'g to exterior siding and roofing products 
manufactured by Masonite were settled in 
1998, and 1999. The period to file claims under 
each of these settiements (further described 
below) has now expired. 

The first suit, entitled Jucfy Naef v: Masonite 
and Iriternational Paper, was filed in Deceriiber 
1994 and settled on January 15, 1998 (the 
Hardboard Settlement), the class consisted of 
ail U.S. property owners having Masonite 
hardboard-siding installed on and incorporated 
into bijitdings behween January 1, 1980, and 
January 15, 1998. For siding that was installed 
between January 1, 1980, and December 31. 
1989, the deadline for filing claims expired 
January 18, 2005, and for siding installed 
behween January 1. 1990. through January 15. 
1998. the deadline for filing claims expired 
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customer cancelled the agreement and paid 
the Company a fee of $11 million, .which is 
included in Cost of products sold in the 
accompanying corisolidated statement of 
operations. The Company has no future 
obligations under this agreement 

Iri connection with sales of businesses^ 
property, equipment, forestiands and other 
assets. International Paper commonly makes 
representations and warranties relating to such 
bijsinesses or assets, and 

January 15, 2008. 

The second suit, entitied Cosby, et al. v 
Masonite Corporation, et at., was-fiied in 1997 
and settled ori January 6, 1999 (the Omniwood 
Settlement). The class consisted of all U.S 
property owners having Omniwood siding 
installed on and incorporated into buitdinls 
from. January 1. 1992. to January 6. 1999. The 
deadline for filing claims expired January 6, 
2009. 
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The third suit, entitied Smith, et al. v. Masonite 
Corporation, et al., was filed in 1995 and 
settied on January 6. 1999 (the Woodruf 
Settlement). The ctass consisted of att U.S. 
property owners who had incorporated and 
installed Woodruf roofing from, January 1, 
1980. to January 6, 1999. For roofing that was 
installed between January 1, 1980, and 
December 31. 1989, the deadline for filing 
claims expired January 6. 2006. and for roofing 
installed behween January 1. 1990. and 
Januaryo, 1999, the deadline for filing claims 
expired January 6,,2009. 

All of the settlements provided for monetary 
compensation to class members meeting the 
settiement requirements on a claims-made 
basis, and also provide for payment of certain 
attorneys' fees. 

CLAIMS FILING AND EVALUATION 

For all of the settiements. once a claim was 
determined to be valid, the amount ofthe claim 
was determined by reference to a negotiated 
compensation formuta based on (1)the 
average cost per square foot for product 
replacement, including material -and tabor as 
calculated by industry staridards, in the area in 
which the structure is located, adjusted for 
inflation, or (2) the cost of appropriate 
refinishing as determined by industry 
standards in such area. Pursuant to the 
settiement agreements, these costs are 
determined by reference to "Means Price 
Data." as published by R.S. Means Gompany. 
and updated annually for inflation. Persons 
receiving compensation pursuant to this 
formuta also agreed to release the Company 
and Masonite from all other property damage 
claims relating to the product in question. 

Persons who were class members under the 
settiements who did not pursue remedies may 
have recourse to warranties depending on the 
type of product and the date of purchase. The 
warranty period generally extends for 25 years 
following the purchase of the product in 
question arid, although the warranties vary 
from product to product, they generally provide 
for a payment of up to two times the purchase 
price for defective siding covered under the 
terms bf the applicable warranty. 

CLAIMS.PAYMENT DATA 

Through December 31. 2008. net settlement 
payments totaled approximately $1.3 billion 
($994- million for the Hardboard Settiement. 
$202 million foi' the Omniwood Settiement and 
$59 million for the Woodruf Settiement), 
including $145 million of non-refundable 
attorneys' fees. 

The average settlement cost per claim for the 
years ended December 31, 2008. 2007 and 
2006 for the Hardboard. Omniwood and 
Woodruf Settiements are set forth in the table 
below; 

AVERAGE SETTLEMENT COST PER CLAIM 

Hardboard Omniwood Woodruf 
Single Multi- Single ,Multi- Single Mul 

[n thousands Family Family Family Family Family Fami 
December 31, 

2008 $ 2.2$ 2.6$ 4.3$ 6.7$ 4.0$ 4 
December 31. 

2007 $ 2.2 S 2.6$ 4,2$ 1.6 S 3.9$ 2 
December 31. 

2006 $ 2.2$ 3 4 $ 4.6$ 3.0 S 4 4 $ 3 

The above information is calculated by dividing 
the aggregate amount of claims paid dunng 
the .specified period by the number of claims 
paid during such period. 
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The following table shows an analysis of,clairns activity related to the Hardboard, Omrii\vpbd iand 
Woodruf Settlements for the years ended December 31, 2008, 2007 and 2006; 

In thousands 
December 31. 2005 
No, of Claims Filed 
No. of Claims Paid 
No. of Claims Dismissed 
December 31. 2006 

ClJSilMS ACTWITY 

Hardboard 
Single Multi-
Family Family 

20 2 
18.3 

(12.7) 
(4.0) 
21.8 

3.2 
0.6 

(1.6) 
(0.1) 
2.1 

Omniv 
Single 
Family 

2.4 
5.4 

(4.3) 
(0,8) 
2,7 

/ood 
Multi-

Family 
0.5 
0.3 

(0.2) 

0.6 

Woodruf Tol 
Single Muiti- Single 
Family Family Family 

0 8 0.3 23,4 
0,6 - 24 3 

(0,4) - (17,4) 
(0,2) - (5 0) 
0.8 0.3 25,3 

al 
Multi-

Family Total 
4 0 27,4 
0.9 25.2 

(1-8) (19 2) 
(0,1) (5 1) 
3,0 28:3 

No, of Claims Filed 
No, of Claims Paid 
No of Claims Dismissed 

28.5 
(16.0) 

(4,5) 

1.3 
(1.0) 
(0.2) 

6.1 
(4.7) 
(1.0) 

0.2 
(0.2) 

-

0.4 
(0.4) 
0:2 

- 35,0 
- (21,1) 
- (5 3) 

1,5 36 5 
(1 2) (22,3) 
(0,2) (5.5) 

December 31, 2007 
No. of Claims Filed 
No. of Claims Paid 
No. of Claims Dismissed 
December 31, 2008 

29.8 
8.7 

(17.2) 
(18.3)., 

3.0 

2.2 
1.5 

(1.2) 
(0.3) 
2.2 

3.1 
6:6 

(4.4) 
(1.2) 
4.1 

, 0.6 
0.2 

(0.2) 
(0.1) 
0.5 

1 0 
1.4 

(0.5) 
(0.4) 
1.5 

0.3 

-

0.3 

33 9 
16.7 

(22.1) 
(19.9) 

8.6 

3.1 37.0 
1.7 18.4 

(1.4) (23.5) 
(0.4) (20.3) 
3.0 11.6 

At December 31, 2008, there were $17 million 
of payments due for claims that have been 
determined to be valid ($4 million for 
Hardboard, $10 million for Omniwood and $3 
million for Woodrtjf) and an estimated' $4 
million of payments associated with claims 
currently under evaluation ($2 million for 
claims related to the Hardboard Settiement 
and $2 million for claims related to the 
Omniwood Settlement). In addition, there was 
approximately $5 million of costs associated 
with administrative and legal fees incurred but 
not paid prior to year-end. 

RESERVE FOR SIDING AND ROOFING 
SETTLEMENTS 

At December 31, 2008. net reserves for the 
settiements discussed above totaled $41 
million, ofwhich $6 million is attributable to-the 
Hardboard Settlement $29, million to the 
Omniwood Settiement and $6 million to the 
Woodruf Settlement. 

The foltowing table presents an analysis of the 
net reserve activity related to the Hardboard, 
Omniwood and Woodruf Settlements for the 
years ended December 31. 2008. 2007 and 
2006; 

In millions 
Balance. 

December 31. 
2005 

Additional 
provision 

Payments 
Balance, 

December 31, 
2006 

Payments 
Balance. 

December 31, 
2007 

Additional 
provision 

Payments 
Balance, 

December 31, 
2008 

Hard-
board 

$ 34 

90 
. J52}_ 

72 
(52) 

20 

45 

^ i 5 ? L 

$ 6 

Omni
wood 

S 74 

-
(25) 

49 
(24) 

25 

29 
(25) 

$ 29 

Woodruf 

$ 

$ 

5 

-
. (2) 

3 
(2) 

1 

8 
. (3) 

6 

Total 

$113 

90 
(79) 

124 
(78) 

46 

82 
(87) 

$41 

VVhile, for tracking purposes, the Company 
maintains three reserve accounts for each of 
the Hardboard, Omniwood and Woodruf 
Settlements, we evaluate the adequacy ofthe 
aggregate reserve due to their similar and 
related nature. 
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78 
During the first quarter of 2008. based on a 
current estimate of payments to be made for 
alt claims received to date and projected future 
claim filings through the expiration of the 
claims'filing periods, an 
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additional charge of $40 million was recorded 
to increase the reserve to managemenfs best 
estimate of the amount required for future 
payments. During the third quarter of 2008, the 
Gompany completed a revised claims 
projection taking into account current actual 
claim settlement costs, recent claim filing 
activity, and updated projections' of ctairins 
activity through the end of the settlement 
period. Based on these projections, the 
Gompany recorded a $42 million increase in 
the reserve balance in the 2008 third quarter to 
increase the reserve to managements best 
estimate of the amount required for future 
payments. This increase, together with a $7 
million reduction of a related liability, was 
recorded in Restructuring and bther charges in 
the accompanying consolidated statement of 
operations in the third quarter of 2008, 

Since the claims filing periods for alt of these 
settlements expired in or prior to January 
2009, the Gompany believes that the 
aggregate reserve balances at December 31. 
2008 are adeqiiate tb coyer the final 
settlement ofthe remaining claims, 

HARDBOARD INSURANCE MATTERS 

The Gompany commenced a number of 
lawsuits and arbitration proceedings against 
various insurance carriers relating to their 
refusal to inderiinify and/of defend the 
Gompany and Masonite for, among other 
things, the Hardboard Settiement. 

These matters have been favorably resolved 
resulting in the execution of settlement 
agreements that require the .insurance carriers 
to pay the Gompany an aggregate of 
approximately $625 million. 

Cumulative net cash settlements received 
totaled $495 million through December 31, 
2008. Approximately $42 riiillion of additional 
cash will be collected in 2009 under current 
settiement agreements. 

In 2004, the Gompany settied a dispute with a 
third party relating to an alternative risk-
transfer agreernent Under that agreement, the. 
Gompany received $100 million for certain 

SUMMARY 

The Gompany is also involved in vanous other 
inquiries, administrative proceedings and 
litigation relating to contracts, sates of 
property, intellectual property, environmental 
protectibn, tax. antitrust, personal injury, labor 
and employment and other matters, some of 
which allege substantial monetary damages. 
While any proceeding or litigation has the 
element of uncertainty, the Gompany believes 
that the outcome of any of the lawsuits or 
claims that are pending or threatened, or all of 
them combiried, witl not have a material 
adverse effect on its consolidated financial 
statements. 

NOTE 12 SUPPLEMENTARY FINANCIAL 
STATEMENT INFORMATION 

Inventories by major category were; 

In millions at December 31 
Raw materials 
Finisiied pulp, paper and 

packaging products 
Operating supplies 
Otiier 
Inventories 

2008 
$ 405 

1,658 
379 

53 
$2,495 

2007 
S ""320 

1,413 
308 

30 
$2,071 

The last-in, first-out inventory niethod is used 
to value most of International Paper's U.S. 
inventories. Approximately 64% of total raw 
materials and finished products inventories 
were valued using this method, including 
inventories acquired in the GBPR acquisition in 
August 2008. If the first-in, first-out method had 
been used, it would have increased total 
inventory balances by approximately $313 
million and $213 million at December 31, 2008 
and 2007, respectively. 

Plants, properties and equipment by major 
classification were; 

In millions at December 31 
Pulp, paper and packaging 

facilities 
Mills 
Packaging plants 

Ottier plants, properties and 
equipment 

Gross cost 
Less' Accumulated depreciation 

2008 

$21,819 
6,485 

1,511 
29.815 
15.613 

2007 

$18,579 
5.205 

1,262 
25,046 
14.905-

Plants, pi'operties arid 
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costs relating to the Hardboard Settlement and 
other hardboard siding cases. As part of the 
settiement, the Company agreed to pay the 
third party a portion of certain insurance 
recoveries received by the Gompany after 
January 1. 2004. up to a capped amount As of 
December 31. 2008. International Paper had 
paid approximately $88 million, fulfilling its 
obligation under this settiement 

equipment, net $14,202 $10,141 

The gross carrying amount of Intangible 
Assets, excluding goodwill, was $284 million 
($246 million net of accumulated amortization) 
and $263 million ($241 million net of 
accumulated amortization) at December 31. 
2008 arid 2007. respectively. The Gompany 
recognized amortization expense of 
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intangible assets of approximately $36 million. 
$27 million and $15 million in 2008. 2007 and 
2006. respectively. Based on current 
intangibles subject to amortization, estimated 
amortization expense for each of the 
succeeding years is as follows; 2009— 
$35 million, 2010—$27 million, 2011— 
$24 million, 2012—$21 million, 2013— 
$16 million . and cumulatively thereafter—$123 
million. 

Interest costs related to the development of 
certain long-term assets are capitalized and 
amortized over the related assets' estimated 
useful lives. Capitalized net interest costs 
were $27 million in 200,8. $30 million in 2007 
and $21 million in 2006. Interest payments 
made during 2008. 2007 and 2006 were $597 
million, $452 million and $734 million, 
respectively. Total interest expense was 
$572 million in 2008. $451 million in 2007 and 
$651 million in 2006. Interest income was $80 
million, $154 million and $130 miljion in 2008, 
2007 and 2006, respectively. Interest expense 
and interest income, iri.2008 and,2007 exclude 
approximately $233 million and $340 million, 
respectively, related to investments in and 
borrowings from variable interest entities for 
which the Gompany has a legal right of offset 
(see Note 8). 

Equity earnings, net of taxes includes the 
Company's share of earnings from its 
investment in llim Holding S.A. ($54 million for 
the year ended December 31. 2008) and 
certain other smaller investments. 

The followirig table presents changes in 
minority interest balances for the years 
ended December 31, 2008 and 2007; 

In millions 
Balance, beginning of year 
Repurchases of minority interests 
Minority interest of acquired 

entities 
Dividends paid 
Minority interest expense 
Ottier, net 
Balance, end of year 

2008 
$228 

-

9 
(10) 

3 
2 

$232 

2007 
$213 

(28) 

2,5(a) 
(10) 
24 

4 
$228 

(a) Reflects the minority interesi portion of an additiona 
capitai contribution in 2007 related to the Shandonc 

NOTE 13 DEBT AND LINES OF CREDIT 

In August 2008, International Paper borrowed 
$2.5 billion of long-term debt with an initial 
interest rate of LIBOR plus a margin of 162.5 
basis points. The margin can vary depending 
upon the credit rating of the Gompany. The 
debt requires quarteriy principal payments 
starting in the fourth quarter of 2008 and has a 
final maturity in August 2013, Debt issuance 
costs of approximately $50 million related to 
this borrowing' were recorded in Deferred 
charges and other assets in the accompanying 
consolidated balance sheet and are being 
amortized over the term of the loan. Also in 
August 2008, International Paper borrowed 
approximately $395 million under its 
receivables securitization program. As of 
December 31, 2008, all of the borrowings 
under the receivables securitization program 
were repaid. 

The above funds, together vi/ith the $3 billion 
from fhe urisecured senior notes borrowed, in 
the second quarter discussed below and other 
available, cash, were used for the GBPR 
busi.ness acquisition in August 2008. A $500 
million bridge loan that was available to fund 
the acquisition was not used by the Gompany 
and was cancelled upon the completion of the 
acquisition. 

Also in the third quarter of 2008, International 
Paper repaid $125 million of the $2.5 billion 
long-term debt, and repurchased $63.5 million 
of notes'with interest rates ranging from 4.25% 
to 8.-70% and original maturities from 2009 to 
2038. 

The Gompany also entered into a series of 
forward-starting floating-to-fixed interest rate 
swap agreements with a notional amount of 
$1.5 billion in anticipation of borrowing against 
the $3 billion committed bank credit agreement 
for the purchase of the CBPR business. The 
floating-to-fixed interest rate swaps were 
effective September 2008 and mature in 
September 201(3. These fonward-starting 
interest rate swaps are being accounted for as 
cash flow hedges in accordance "with SFAS 
No. 133 as hedges of the benchmark interest 

tittp:^/Www:sCcgfV/Arbhivcs/edgar/dala/51434/000119312509038657/d! Ok.htm :2/;i;^/l0l0^ 



Forlthe fiseal year ended December 31,2008 Page iS§:of 213 

IntemMonai Paper&^un CQatecSPapefhoardCoî  rate of future interest payments related to 
Ltd. joint venture. borrowings under the bank credit agreement. 

pA In the fourth quarter of 2008. International 
Paper terminated $550 million of these 
floating-to-fixed interest rate swaps resulting in 
a loss of approximately $17 million recorded in 

. - • ( , : " - . " y - ^ i . . . ; - - . - ' i ^ : - - . . . r f l •',/-•-•• .̂.•. Other comprehensive loss in the 
accompanying consolidated balance sheet 
(see Note 14). 
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In the second quarter of 2008, International 
Paper issued $3 billion of unsecured senior 
notes consisting of $T billion of 7.4% notes due 
in 2014, $1.7 billion of 7.95% notes due in 
2018 and $300 million of 8.7% notes due in 
2038, Debt issuance costs of approximately 
S20 million related to this debt were recorded 
in Deferred charges and other assets in the 
accompanying consolidated balance sheet and 
will be amortized over the term of the notes. 

Also in the second quarter of 2008, 
International Paper entered into a series of 
fixed-to-floating interest rate swap agreements 
with a notional amount of $1 billion and 
maturities ranging from 2014 to 2018 to 
manage interest rate exposures associated 
with the new $3 billion of unsecured senior 
notes. These interest rate swaps are being 
accounted for as fair value hedges in 
accordance with SFAS No. 133, 

In 2008, Internationai Paper terminated $1.8 
billion of interest rate swap agreements 
designated as fair value hedges, including 
some of the above fixed-to-floating interest 
rate swaps, resulting in a gain of $127 million 
that was deferred and recorded in Long-term 
debt in the accompanying consolidated 
balance sheet. This gain will be amortized over 
the life of the related debt through June 2018 
(see Note 14). 

tn December 2007, International Paper 
repurchased $96 million of 6.65% notes with 
an original maturity date of December 2037. 
Other reductions in the fourth quarter included 
the repayment of $147 million of 6.5% 
debentures that matured in November 2007 
and the payment of $42 million for various 
environmental and industrial development 
bonds with coupon rates ranging from 4.25% 
to 5.75% that also matured within the quarter. 

In October 2007, tnternationat Paper 
Investments (Luxembourg) S.a.r.l, a wholly-
owned subsidiary of International Paper, 
issued $75 million of long-term notes with an 
initial interest rate of LIBOR plus 100 basis 
points and a maturity date in April 2009, in 
connection witii its investment in llim (a 

A summary of long-term debt follows; 

In millions at December 31 

8^/8% to 10% notes - due 2011 -
2012 

9.25%. debentures - due 2011 
7:95% debentures - due 2018 
7.4% debentures - due 2014 

6''/8% notes - due 2023 - 2029 
6.75% notes - due 2011 
6.65% notes - due 2037 
6.4% to 7.75% debentures due 

2025 - 2027 
5.85% notes-due2012 
5.25% to 5.5% notes - due 2014 -

2016 

5 V8% debentures - due 2012 
3.8% to 4.25% notes - due 2009 -

2010 
Zero-coupon convertible 

debentures 
Medium-term notes - due 2009 (a) 
Floating rate notes - due 2009 -

2016 (b) 
Environmental and industrial 

development bonds - due 2009 
- 2033 (c) 

Commercial paper and bank notes 
(d) 

Otlier (e) 
Totai (f) 
Less: current maturities 
Long-teirn debt 

2008 

$ 298 
44 

1,700 
998 

130 
195 

4 

258 
249 

832 

121 

776 

— 
30 

3,897 

1,947 

260 
335 

12,074 
828 

$11,246 

2007 

S 19 
44 

_ 
_ 

130 
195 

4 

256 
251 

841 

115 

913 

2 
30 

1,663 

1.889 

149 
119 

6,620 
267 

$6,'353 

(a) The weighted average interest rate on these notes 
was 8.1% in 2008 and 2007. 

(b) The weighted average interest rate on these notes 
was 3.9% in 2008 and 5,7% in 2007. 

(c) The weighted average interest rate on these bonds 
was 5.6% in 2008 and 5.4% in 2007. 

(d) The weighted avervge interest rate was-S.3% in 
2008 and 6.1% in 2007. Includes $165 million and 
$118 million of non-U.S. denominated borrowings 
with a weighted average interest rate of 6.2% in 
2008 and 2007. respectively, 

(e) Includes $24 miUion at December 31, 2008 and $38 
million at December 31, 2007 related to interest 
rate swaps treated as fair value hedges and $125 
million al December 31, 2008 related to 
unamortized gains on interest rate swap unwinds 
(see Note 14). 

(f) The fair market value of long-term debt was 
approximately $10.4 billion at December 31, 2008 
and $6.6 billion at December 31. 2007. 

In addition to the long-term debt obligations 
shown above. International Paper has $5.7 
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noncash financing activity). 

In the second quarter of 2007, International 
Paper repurchased $35 million of 5.85% notes 
with an original maturity in October 2012. 

In March 2007. Luxembourg repaid $143 
million of long-term debt with an interest rate of 
LIBOR plus 40 basis points and a riiaturity 
date in November 2010. Other debt activity in 
the first quarter included the repayment of 
$198 million of 7.625% notes that matured in 
the quarter. 

billion of debt obligations payable to non-
consolidated variable interest entities having 
principal payments of $511 million due in 2010, 
$42. million due 2011 and $5.1 billion due in 
2016, for which International Paper has. and 
intends to affect, a legal right to offset these 
obligations with Class B interests held in the 
entities. Accordingly., in the accompanying 
cbnsolidated bajance sheet, as allowed under 
the provisions of 
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FASB Interpretation No. 39, International 
Paper has offset the $5.7 billion of debt 
obligations with $5.7 billion of Class B interests 
in these entities as of December 31, 2008 (see 
Note 8), 

Total maturities of long-term debt over the next 
five years are 2009 - $628 million; 2010 - $1.3 
billion; 2011 - $1.4 billion; 2012 - $967 million; 
and 2013 - $1.5 billion. At December 31, 2008 
and 2007. International Paper classified $796 
million and $112 million, respectively, of 
commercial paper and bank notes and Current 
maturities of long-term debt as Long-term debt 
International Paper has the intent and ability to 
renew or convert these obligations, as 
evidenced by the available bank credit 
agreements described below. 

At December 31. 2008, International Paper's 
unused contractually committed bank credit 
agreements totaled $2.5 billion. The 
agreements generally provide for interest rates 
at a floating rate index plus a pre-determined 
margin dependent upon International Paper's 
credit rating. The agreements include a $1.5 
billion fully committed revolving bank credit 
agreement that expires in March 2011 and has 
a facility fee of 0.10% payable quarteriy. These 
agreements also include up to $1.0 billion of 
committed commercial paper-based financings 
based on eligible receivable balances ($820 
million at December 31. 2008) under a 
receivables securitization program that expire 
in October 2009 with a facility fee of 0.10%. At 
December 31, 2008, there were no borrowings 
under either the bank credit agreements or 
receivables securitization program. 

On January 23, 2009. the Gompany amended 
the receivables securitization program to 
extend the maturity date from October 2009 to 
January 2010. The amended agreement has a 
facility fee of 0.75% payable quarteriy. 

At December 31, 2008. outstanding debt 
included approximately $260 million of 
commercial paper and bank notes with interest 
rates that fluctuate based on market conditions 
and the Company's credit rating. 

Maintaining an investment grade credit rating 

NOTE 14 DERIVATIVES AND HEDGING 
ACTIVITIES 

International Paper periodically uses 
derivatives and other financial instruments to 
hedge exposures to interest rate, commodity 
and currency risks. For hedges that meet the 
criteria under SFAS No. 133, "Accounting for 
Derivative Instruments and Hedging Activities," 
Internationa! Paper, at inception, formally 
designates and documents the instrument as a 
hedge of a specific underlying exposure, as 
well as the risk management objective and 
strategy for undertaking each hedge 
transaction. Because of the high degree of 
effectiveness between the hedging instrument 
and the underiying exposure being hedged, 
fluctuations in the value of the derivative 
instruments are generally offset by changes in 
the value or cash flovys of the underiying 
exposures being hedged. Derivatives are 
recorded in the consolidated balance sheet at 
fair value, determined using available market 
information or other appropriate valuation 
methodologies, in Other current assets. Other 
assets. Other accrued liabilities and Other 
liabilities. The earnings impact resulting firom 
the change in fair value of the derivative 
instruments is recorded in the same line item 
in the consolidated statement of operations as 
the underiying exposure being hedged. The 
financial instruments that are used in hedging 
transactions are assessed both at inception 
and quarteriy thereafter to ensure they are 
effective in offsetting changes in either the fair 
value or cash flows of the related underiying 
exposures. The ineffective portion of a 
financial instruments change in fair value, if 
any. is recognized currently in earnings 
together with the changes in fair value of any 
derivatives not designated as hedges. 

INTEREST RATE RISK 

Interest rate swaps may be used to manage 
interest rate risks associated with International 
Paper's debt. These instruments are evaluated 
at inception to determine if they qualify for 
hedge accounting, in accordance with SFAS 
No, 133. Interest rate swap agreements with a 
total notional amount at December 31, 2008, of 
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is an important element of International apprpximately $8 million and maturities within 
Paper's financing strategy. At December 31, one year do not qualify as hedges under SFAS 
2008, the Company held long-term credit No. 133. For the years ended December 31, 
ratings of BBB (negative outlook) and Baa3 2008, 2007 and 2006, the change iri fairvalue 
(negative outiook) by S&P and Moody's, of these swaps was immaterial. The fair value 
respectively. The Gompany currentiy has of the swap contracts as of December 31. 
short-term credit ratings of A-3 and P-3 by 2008,,is immaterial. 
S&P and Moody's, respectively. Q2 
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At December 31. 2008 and 2007, the 
outstanding notional amounts of interest rate 
swap agreements that qualify as ftjIly effective 
fair value hedges under SFAS No. 133 were 
approximately $484 million and $1.4 billiori. 
respectively. The fair values of these swaps 
were net assets of approximately $27 million 
and $38 million at December 31, 2008 and 
2007, respectively. 

During 2008. interest rate contracts designated 
as fair value hedges with a notional value of 
$1 8 billion were terminated, including $41 
million that related to eariy debt retirements, 
resutting in a $1 million gain that was recorded 
in earnings. Gains totaling $127 million not 
related to eariy debt retirements were recorded 
in Long-term debt and will be amortized as an 
adjustment of interest expense over the life of 
the underlying debt tiirough June 2018. 

At December 31. 2008, the outstanding 
notional amounts of interest rate swap 
agreements that qualify as cash flow hedges 
under SFAS No. 133 were approxj.mately $1 
billion. There were no similar cash flow hedges 
outstanding at December 31, 2007. The'fair 
value of these swaps was a net iiabiiity of 
approximately $38 million at December 31, 
2008. 

In the second quarter of 2008, the Company 
entered into a series of forward-starting 
floating-to-fixed interest rate swap agreements 
with a notional amount of $1.5 billion in 
anticipation of borrowing against the $3 billion 
committed bank credit agreement ifor the 
purchase of the GBPR business. The floating-
to-fixed interest rate swaps were effective 
September 2008 and mature in September 
2010. These fonward-starting interest rate 
swaps were designated as cash flow hedges 
of the benchmark interest rate of future interest 
payments related to any borrowings under the 
bank credit agreement. In the fourth quarter of 
2008, interest rate swap agreements 
designated as cash flow hedges with a 
notional value of $550 million were terminated. 
These terminatioris'were not in corinectipri with 
eariy debt retirements. The resulting loss of 
approximately $17 million was recorded in 

In connection with International Paper's debt 
tender offer during the fourth quarter of 2006, 
reverse treasury rate locks were used to offset 
changes in the redemption price of tendered 
notes due to movements in treasury rates prior 
to the tender pricing date. These instruments 
resulted in a toss of approximately $9 million, 
which is included in Restructuring and other 
charges in the accompanying consolidated 
statement of operations (see Note 6). 

COMMODITY RISK 

To minimize volatility in earnings due to targe 
fluctuations in the price of commodities, 
International Paper may use swap and option 
contracts to manage nsks associated with 
market fluctuations in energy prices. Such 
cash flow hedges are accounted for by 
deferring the after-tax quarterly change in the 
fair value of the outstanding contracts in Other 
comprehensive income (OCt). On the date a 
contract matures, the gain or loss is 
reclassified into Cost of products sold 
concurrent with the recogriition pf the 
commodity purchased. The reclassifications to 
earnings were an after-tax gain of $4 million for 
the year ended December 2008 and after-tax 
tosses of $8 million and $7 million fbr the years 
ended December 31. 2007 and 2006, 
respectively, representing the after-tax cash 
settiements on maturing energy hedge 
contracts. Unrealized after-tax losses of $38 
million and $13 million for 2008 and 2006, 
respectively, were recorded in OCl. In 2007, 
the unrealized after-tax loss recorded in OC! 
was immaterial. After-tax losses of 
approximately $27 million as of December 31, 
2008, are expected to be reclassified to 
earnings in 2009. The net fair value of these 
energy hedge contracts were net liabilities of 
approximately $75 million and' $5 million at 
December 31. 2008 and 2007. respectively. 

FOREIGN CURRENCY RISK 

International Paper hedges certain 
investments in non-U.S, operations through 
borrowings denominated in the same currency 
as the operation's functional currency, or by 
entering into currency swaps or fonAi'ard 

hltp://ww*w,sec.gov/Archives/edgar,/data/51434/0001193 ] 2509038657/d 1 Ok.htm 2/l;8/2Ol0:. 



Fbr the fiseal year ended DebCmber; 3;f, 2008 Page 161 of 21:3 

Other comprehensive loss and will be 
amortized as an adjustment of interest 
expense over the life of the underlying debt 
thrPijgh2010. 

In 2006, interest rate swap hedges with a 
notional value of $1.4 billion were terminated, 
or undesignated as ari effective fair value 
hedge, in connection with various eariy 
retirements of debt. The resulting gain of 
approximately $17 million is included in 
RestruGturing; itrid other charges in the 
accompanying consolidated statement of 
operations; (sfee Nbte; 6). 

exchange contracts. These financial 
instruments are effective as hedges against 
fluctuations in currency exchange rates. Gains 
or losses from changes in the fair value of 
these instruments, which are offset in whole or 
in part by translation gains and losses on the 
non-U.S. operation's net assets hedged, are 
recorded as translation adjustments in OCl, 
Upon liquidation or sale of the foreign 
investments, the accumulated gains or losses 
from the revaluation of the hedging 
instruments, together with the translation gains 
and losses on the net 

83 

hUp://www;sec.gov/Archivcs/cdgar/data/51434/000119312509038657/d 1 Ok.htm mmimm 



For the fiscal year ended December 31,2008 Page 162 oi" 213 

Table of Contents 

assets, are included in earnings. Intemational 
Paper did not have hedges of this type in 2008 
or 2007. For the year ended December 31. 
2006. the cumulative translation adjustment 
relating to derivative and debt instruments 
hedging foreign net investments was an after
tax loss of $11 million. 

Foreign exchange contracts (including forward, 
swap and purchase option contracts) are also 
used to hedge certain transactions, primarily 
trade receipts and payments denominated in 
foreign currencies, to manage volatility 
associated with these transactions and to 
protect International Paper from currency 
fluctuations between the contract date and 
ultimate settiement. These contracts, most of 
which have been designated as cash flow 
hedges, had maturities of one year or less as 
of December 31, 2008. For the year ended 
December 31. 2008, net unrealized losses 
after taxes totaling $34 million were recorded 
in OCl. For the years ended December 31. 
2007 and 2006, net unrealized gains after 
taxes totaling $33 million and $18 million, 
respectively, were recorded in OGI. Net after
tax gains of $51 million, $30 million and $20 
million were reclassified to earnings. As of 
December 31. 2008, losses of $8 million after 
taxes are expected to be reclassified to 
earnings in 2009, Other contracts are used to 
offset the earnings impact relating to the 
variability in exchange rates on certain short-
term monetary assets and liabilities 
denominated in non-functional currencies and 
are not designated as hedges. Changes in the 
fair value of these instruments, recognized 
currently in earnings to offset the 
remeasurement of the related assets and 
liabilities, were not significant 

International Paper does not hold or issue 
financial instruments for trading purposes. The 
counterparties to swap agreements and 
foreign exchange contracts consist of a 
number of major international financial 
institutions. International Paper continually 
monitors its positions with, and the credit 
quality of these financial institutions and does 
not expect nonperformance by the 

income approach, which consists of a 
discounted cash flow model that takes into 
account the present value of future cash flows 
under the terms of the contracts using current 
market information as of the reporting date, 
such as prevailing interest rates and foreign 
currency spot and fon/vard rates. The following 
table provides a sumniary of the inputs used to 
develop these estimated fair values under the 
hierarchy defined in SFAS No. 157; 

Fair Value Measurements at December 31, 2008 

In millions 
Assets: 
Interest 

rate 
swaps 
(a) 

Foreign 
currency 
fonward 
contracts 
(b) 

Embedded 

Total 

$27 

67 

derivatives 
(c) 

Total 
Liabilities: 
Interest 

rate 
swaps 
(d) 

Commodity 
forward 
contracts 
(e) 

Foreign 
currency 
fonward 
contracts 
(f) 

Total 

8 

Using 
Quoted 

Prices in 
Active 

Marlcets 
for S 

identical 
igntficant 

Other- Significant 
Assets Observable Unobservable 
(Levei 

1) 

S - $ 

„ 

-
$102 $ - $ 

§47 

, . 75 

66 

$ _ s 

-

— 
$188 $ ~ $ 

Inputs Inputs 
(Level 2) (Level 3) 

27'$ 

67' 

8-
102 $ 

47 $. ~ 

75 • 

66 
188 $ 

(a) Includes $2 million recorded in Other current 
assets, $3 million recorded in Accounts and notes 
receivable and $22 million recorded in Deferred 
charges and other assets in the accompanying 
consolidated balance sheet. 
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FAIR VALUE MEASUREMENTS 

In accprdance with the provisions of FASB 
Staff Position FAS 157-2, the Gompany has 
partially applied the provisions of SFAS 
No. 157 only to its, financial assets and 
liabilities recorded at fair value, which consist 
of derivative contracts, including interest rate 
swaps, foreign currency fon/vard contracts, and 
other financial instruments that are used to 
hedge exposures to interest rate, commodity 
and currency risks. For these financial 
instruments, fair value is determined at each 
balance sheet date using an 

84 

(b) Includes $67 million recorded in Other current 
assets in the accompanying consolidaled balance 
sheet 

(c) Includes $8 million recorded in Deferred charges 
and other assets in the accompanying consolidated 
balance sheet 

(d) Includes .$47 million recorded in Other liabilities in 
the accompanying consolidated balance sheet 

(e) Includes $47 million recorded in Other accrued 
liabililies and $28 miilion recorded in Other 
liabilities in the accompanying consolidated 
balance sheet 

(f) Includes $66 million recorded in Other accrued 
liabililies in the accompanying consolidated balance 
sheet. 

International Paper evaluates credit risk by 
monitoring its "exposure with each counterparty 
to e'ris;ure that exposure stays within the 
Company's policy limits. Credit risk is also 
mitigated by contractual provisions with the 
.niajority of pur banks. Most of the contracts 
include a credit support annex that requires the 
posting of collateral by the counterparty or 
International Paper based on each party's 
rating 
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and level of exposure. In addition, the 
Company's derivative contracts provide for 
netting across all derivative positions in the 
event a counterparty defaults on a payment 
obligation. Internationa! Paper currently does 
not expect any of the counterparties to default 
on their obligations. 

NOTE 15 CAPITAL STOCK 

The authorized capita! stock at both 
December 31. 2008 and 2007. consisted of 
990.850,000 shares of common stock. $1 par 
value; 400.000 shares of cumulative $4 
preferred stock, without par value (stated value 
$100 per share); and 8.750.000 shares of 
serial preferred stock, $1 par value. The serial 
preferred stock is issualile in one or more 
series by the Board of Directors wittiout further 
shareholder action. 

In July 2006. in connection with the planned 
use of projected prbceeds from the Company's 
2006 Transformation Plan, International 
Paper's Board of Directors authorized a share 
repurchase program to acquire up to $3,0 
billion of the Company's stock. In a modified 
"Dutch Auction" tender offer completed in 
September 2006. International Paper 
purchased 38,5 million shares of its coriimori 
stock at a price of $36.00 per share, plus costs 
to acquire the shares, for a total cost of 
apprbximately $1.4 billion. Iri addition, iri 
December 2006, the Conipany purchased an 
additiona! 1.2 million shares of its common 
stock in the open riiarket at an average price of 
$33.84 per share, plus costs tb acquire the 
shares, for a total cost of approximately $41 
million. 

During 2007, the Company purchased an 
additional 33,6 million shares of its comm'on 
stock on the open market for an average price 
of $36.43 per share, plus costs to acquire the 
shares for a total cost of $1.2 billion. Following 
the completion of these share, repurchases. 
International Paper had 425,1 million shares of 
common stock issued and outstanding at 
December 31,2007. 

In December 2008. the Gompany retired 
60 million shares bf its common stock held in 

eligible to participate in the plans upon 
completion of one year of service and 
attainment of age 21. Salaried ernployees 
hired after June 30, 2004, are not eligible for 
these pension plans but receive an additional 
cpmpany contribution tp their savings plan 
(see "Other Plans" ori page 89). The plans 
provide defined benefits based on years of 
credited service and either final average 
earnings (salaried employees), houriy job rates 
or specified benefit rates (houriy and union 
employees). 

The Gompany makes required minimum 
ftjnding contrilautions tp its qualifled defined 
benefit pension plans to meet legal funding 
requirements, plus any additional amounts that 
the Gompany may determine to be appropriate 
considering the funded status of the plans, tax 
deductibility, cash flow generated by the 
Gompany. and other factors. The Gompany 
expects that no cash funding contribution will 
be required for this plan in 2009. and no 
contributibns were made in 2008 or 2007. 
International Paper made a voluntary cash 
contribution of $1.0 billion in 2006. The 
Gompany continually reassesses the amount 
and timing of any discretionary contribution's. 

The Gompany also has two unfunded 
nonqualified defined benefit pension plans; a 
P.erision Restoration Plan available to 
ehi'ployees hired pribr to July 1, 2004 that 
provides retirement, benefits based on eligible 
compensation in excess of limits set by the 
Internal Revenue Service, and a supplemental 
retirement plan for senior managers (SERP). 
which is an altemative retirement plan for 
salaried employees who are senior vice 
presidents and above or who are designated 
by the (:hief executive officer as participants. 
These nonqualified plans are only funded to 
the extent of benefits paid, which totaled $24 
niillion. $29 million and $27 rifiillidn in 2008. 
2007 and 2006. respectively, and which are 
expected to be $24 million in 2009. 

An additional plan was acquired in 2008 with 
the acquisition of GBPR. The plan covers: 
hotirly; workers at the Albany plant and is 
currentiy overfunded. 
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NOTE 16 RETIREMENT PLANS 

U.S. DEFINED BENEFIT PLANS 

International Paper maintains pension plans 
that provide retirement benefits to substantially 
all domestic eniployees hired prior to July 1, 
2004, and substantially all houriy and union 
employees regardless of hire date. These 
employees generally are 

85 

Wet Periodic Pension Expense 

Service cost is the actuarial preserit valtje of 
benefits attributed by the plans' benefit formula 

-to services rendered by employees, during the 
year. Interest cost represents the increase in 
the projected benefit obligation, which is a 
discounted amount due to the passage of 
time. The expected return on plan assets 
reflects the computed amount of current-year 
eamings from the investment of plan assets 
using an estimated long-term rate of return. 
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Net periodic pension expense for qualified and 
nonqualified U.S. defined benefit plans 
comprised the foltowing; 

In millions 
Service cost 
Interest cost 
Expected return on 

plan assets 
Actuarial loss 
Amortization of prior 

service cost 
Net periodic pension 

expense(a) 

2008 
$105 

540 

(672) 
121 

29 

$ 123 

2007 
S113 

520 

(633) 
190 

20 

$210 

2006 
S141 

506 

(540) 
243 

27 

$377 

(a) Excludes $1.1 million, $1.9 million and $9.1 million 
in 2008, 2007 and 2006, respectively, in curtailment 
losses, and $13.9 million. $1.9 million and $8.7 
million in 2008, 2007 and 2006. respectively, ol 
termination benefits, in connection with cost 
reduction programs and facility rationalizations thai 
were recorded in Restructuring and other charges 
in the consolidated statement of operations. Also 
excludes $77.2 million ih 2006 in curtailment 
losses, and $18.6 million of termination benefils in 
2006 related lo certain divestitures recorded in Net 
losses (gams) on sales and impairments ot 
businesses in the consolidated statement ol 
operations. 

The decrease in 2008 pension expense 
reflects an increase in the assumed discount 
rate to 6,20% in 2008 from 5.75% in 2007 and 
lower amortization of unrecognized actuarial 
loss. 

International Paper evaluates its actuarial 
assumptions annually as of December 31 (the 
measurement date) and considers changes in 
these long-term factors based upon market 
conditions and the requirements of SFAS 
No, 87, "Employers' Accounting for Pensions." 
These assumptions are used to calculate 
benefit obligations as of December 31 of the 
current year and pension expense to be 
recorded in the following year. 

Weighted average assumptions used to 
determine net pension expense for 2008, "2007 
and 2006 were as follows; 

2008 2007 2006 

The expected long-term rate of return on plan 
assets is based on projected rates of return for 
current and planned asset classes in the plan's 
investment portfolio. Projected rates of return 
are developed through an asset/liability study 
in whfch projected returns for each of the 
plan.'s asset classes are determined after 
analyzing historical experience and future 
expectations of returns and volatility of the 
various asset classes. Based on the target 
asset allocation for each asset class, the 
overall expected rate of return for the portfolio 
is developed considering the effects of active 
portfolio management and expenses paid from 
plan assets. The discount rate assumption is 
determined based on a yield curve that 
incorporates approximately 500 Aa-graded 
bonds. The plan's projected cash flows are 
theri niatched to the yield curve to develop the 
discount rate. To calculate pension expense 
for 2009. the Company will use an expected 
long-term rate of return on plan assets of 
8.25%. a discount rate of 6.00% and an 
assumed rate of compensation increase of 
3.75%. The Gompany estimates that it will 
record net pension expense of approximately 
$245 million for its U.S. defined benefit plans in 
2009, with the increase from expense of $123 
million in 2008 reflecting the additional 
employees of the GBPR business acquired in 
2008, -a lower expected rate of return on plan 
as'sets, higher ambrtizatibn pf actuarial losses 
and a decrease in the assumed discount rate. 

The following illustrates the effect on pension 
expense for 2009 of a 25 basis point decrease 
in the above assumptioris; 

In millions 
Expense/(lncome): 
Discount rate 
Expected long-term rate of return on plan 

assets 
Rate of compensation increase 

2009 

$29 

19 

m 

Discount rate 6.20% 5.75% 5 50% 
Expected Iong-tenn rate 

of retum on plan 
assets 8.56'5it ;8;50%^ '8:56% 

Investment Policy I Strategy 

Plan assets are invested to maxirhize rpturiis 
within prudent levels of risk, the target 
allocations by asset class are surhmarized; in 
the following table. Investments are divbr^ified 
across, classes and within each class to 
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Rate of compensation minimize risk. In 2006, International Paper 
i",crease 3.75% 3.75% 3.25% modified its investment policy to use interest 

Weighted average assutnptions used to rate s\^ap agreements to extend the duration 
determine benefit obligations as of 5̂  ̂ f̂. P'^" s bond portfolio to better match the 
December 31, 2008 and 2007 were as follows; ?"'"f'O" °^ J .^ P^^sion obligation, thus helping 

to stabilize the ratio of assets'to liabilities when 
2008 2007 interest rates change. Thus, when interest 

Oiseountrate 6.00% 6.20% .rates .fall, the value of the swap agreements 
Rate of compensation increase 3.75% 3,75% increases with increases in the pension 

obligation. The use of these swap agree-
86 
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ments was discontinued in 2008 due to market 
conditions. Investment plans for 2009 are still 
being evaluated. Periodic reviews are made of 
investment policy objectives and investment 
manager performance. 

International Paper's pension plan asset 
allocations by type of fund at December 31, 
2008 and 2007, and target allocations by asset 
category are as follows; 

Percentage of 
Plan Assets at 
December 31. 

Asset Category 
Equity securities 
Debt securities 
Real estate 
Other 
Total 

Target 
Allocations 
40%- .51% 
30% - 40% 

7%-13% 
9'%,-18% 

2008 
39% 
39% 
10% 
12% 

100% 

2007 
59% 
31% 

7% 
3% 

100% 

There were no International Paper shares 
included in plan assets for 2008 and 2007. 

At December 31, 2008, projected future 
pension benefit payments, excluding any 
termination benefits, are as follows; 

In millions 
2009 •""' $ 579 
2010 578 
2011 584 
2012 593 
2013 604 
2014-2018 3,213 

Pension Plan Asset / Liability 

As required by SFAS No. 158, the pension 
plan funded status must be recorded on trie-
consolidated balance sheet. Therefore, 
pension plan gains or losses and prior service 
costs not yet recognized in net periodic cost 
are recognized on a net-of-tax basis in OGI. 
These amounts will be subject to amortization 
in the future. At December 31. 2008, the fair 
value of plan assets for the domestic qualified 
pension plan was less than the projected 
benefit obligation (PBO), resulting in an 
increase in the recbrded minimum pension 
obligation of $2.9 billion and an after-tax 
charge to OGI of $1.8 billion. An after-tax credit 
to OCl of $361 million and $484 million had 

respectively, in 2008, in conjunction with the 
GBPR business acquisition, the Gompany 
acquired a small overfunded pension plan. For 
this plan, the Gompany recorded an after-tax 
charge to OG! of $13 million at December 31, 
2008. 

The accumulated benefit obligation for all 
defined benefit plans was $9.0 billion and $8,5 
billion at December 31. 2008 and 2007, 
respectively. 

The following table summarizes information for 
pension plans with an accumulated benefit 
obligation in excess of plan assets at 
December 31, 2008 (the qualified and 
nonqualified plans) and 2007 (the nonqualified 
plan). 

Iri'millions 2008 2007 
Projected benefit obligation $9,225 S307 
Accumulated benefit bbligation 8,945 261 
Fair value of plan assets 6,003 

In 2007. the qualified plan's projected benefit 
obligation, accumulated benefit obligation and 
fair value of plan assets totaled $8,476 million. 
$8,237 million and $8,540 riiillion. respectively. 

Unrecognized Actuarial Losses 

SFAS No, 87 provides fbr delayed recognition 
of actuarial gains and losses, induding 
amounts arising from changes in the estimated 
projected plan benefit obligation due to 
changes in the assumed discount rate, 
differences between the actual and expected 
return on plan assets and other assumption 
changes. These net gains and losses are 
recognized prospectively over a period that 
approximates the average remaining service 
period of active employees expected to receive 
benefits under the plans (approximately 9 
years as of December 31, 2008) to the extent 
that they are not offset by gains in subsequent 
years. The estimated net loss and prior service 
cost that will be amortized from OGI into net 
periodic pension cost during the next fiscal 
year are $176 millibn and $29 milliori, 
respectively. 

The following table shows the changes in the 
benefit obligation and plan assets for 2008 and 
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been recorded for 2007 and 2006, 2007, and the plans' funded status. The benefit 
respectively. For the unfunded nonqualified obligation as of December 31, 2008 increased 
plans, changes in the. liabilities resulted in an by $492 million, principally as a result of a 
after-tax charge to OGI of. $5.3 million in 2008 decrease in the discount rate assumption used 
and after-tax credits to OG! of $10 million and in computing the estimated benefit obligation. 
$12 million in .2007 and 2006; Plan assets decreased by $2.5 billion, 

QJ reflecting the econornic downturn experienced 
through the end of 2008. The fair value of plan 
assets is determined using quoted closing 
market prices for publicly traded securities, 
where available. Investments without readily 
determinable market prices are valuied at their 
estimated fair values. 
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Table of Cdtitents 

In millions 2008 2007 
Change in projected benefit 

obligation: 
Benefit obligation, January 1 $ 8;783 S9.237 
Service cost 105 113 
Interest cost 540 520 
Actuarial ioss (gain) 327 (599) 
Benefits paid (580) (575) 
Divestitures 7,̂  -
Restructuring (2) 1 
Special termination benefits 14 2 
Plan amendments 17 84 
Benefit obligation, 

December 31 $ 9,275 $8,783 
Change in plan assets: 

Fair value of plan assets, 
January 1 $ 8,540 $8,366 

Actual retum on.plan assets (2,001) 720 
Company contributions 25 29 
Benefits paid (580) (575) 
Acquisitions 95 -
Fair value of plan assets, 

December 31 $ 6,079 $8,540 
Funded status, December 31 $(3.196) $ (243) 
Amounts recognized in the consolidated balance 

sheet: 
Non-current asset $ 26: I 64 
Current liability (^4) (2^) 
Non-ciurrerit liability (3;f9i8); j(28Q). 

Amounts recognized in 
accumulated other 
comprehensive income under 
SFAS 158(prie-tax): 

Net actuarial loss 
Prior service cost 

$(3.196) $ (243) 

$•4; 389 
226 

$1,513 
239 

$4,615 $1.752, 

The components of the $2,9 billion increase in 
the amounts recognized in OGI during 2008 
consisted of 

In millions 
Curtailriient effec:ts 
Current year actuarial loss 
Amortization of actuarial loss 
Current year prior service cost 
Amortization of prior service cost 

$ (4) 
2,999 
(120) 

17 
J2?l 

$2,863 

The total amounts recognized in net periodic 
benefit costs and OGI were $3 billion, $(603) 
million and $(377) million for 2008. 2007 and 
2006. respectively. 

NON-U.S. DEFINED BENEFIT PLANS 

Generally. International Paper's non-U.S. 
pension plans are funded using the projected 
benefit as a target, except in certain countries 
where funding of benefit plans is not required. 
Net periodic pension expense for non-U.S. 
plans was as follows; 

In millions 2008 2007 2006 
Service cost $ 7 $ 8 $13 
Interest cost 11 11 15 
Expected return on plan 

assets (13) (13) (13) 
Actuarial (gain) loss (1 [ (1) 2_ 
Net periodic pension 

expense(a) $ 4 $ 5 $17 

(a) Excludes $3.4,million Jn curtailment gains in 2007, 
primarily related'to the sale of Beverage Packagirig 
and Arizona Chemical. Also excludes $10-million ol 
curtailment losses in 2006 related to multiple 
divestitures including the sale of Beverage 
Packaging, Coated Papers, Polyrey and UK 
Container recorded in Net losses (gains) on sales 
and impairments of businesses in the consolidated 
statement of operations. 

Weighted average assumptions used to 
determine net pension expense for 2008, 2007 
and 2006 were as follows; 

2008 2007̂  mm-
Discount rate 
Expected long-term rate 

of return on plan 
assets 

Rate of compensation 
increase 

6.40% 5,66%- 4:86% 

8.87% 8.37# Bi8b%. 

3.55% 3.52%: 3i39%, 

Weighted average assumptions us-pd to 
determine benefit obligations as of 
December 31. 2008 and 2007. were as 
follows: 

2008 ,2007 
Discount rate 
Rate of compensation 

increase 

6;37% 

3.81^ 

:5mm 

.;3^45% 
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Tabic of Gonten ts 

The following table shows the changes in the 
benefit obligation and plan assets for 2008 and 
2007, and the plans' funded status as of 
December 31. 2008 and 2007. 

In millions 2008 2007 
Change in-projected benefit 

obligation: 
Benefit obligation. January 1 $180 
Service cost 7 
Interest cost 11 
Participants' contributions 1 
Acquisitions 6 
Divestitures 
Actuarial loss (gain) 10 
Benefits paid (8) 
Plan amendments (1) 
Effect of foreign currency 

exchange rate movements (38) 
Benefit obligation, 

December 31 

Fair value of plan assets, 
December 31 

Funded status, December 31 
Amounts recognized-in thd 

consolidated 
balance sheet' 

$248 
8 

11 
2 

(68) 
(25) 
(10) 

14 

$168 $180 
Change in pian assets: 

Fair value of plan assets. 
January 1 $162 $179 

Actual return on plan assets (13) 16 
Conipany contributions 8, 12 
Benefits paid (8) (10) 
Participants'contributions 1 2 
Divestitures - (48) 
Effect of foreign currency 

exchange rate movements (35) 11 

$115 $162 
$(S3y $(18) 

Non-current asset 
Current liability 
Non-current liability 

AniPtjhtsirecOpizeia in apdihulated 
ottier c»mpreher):siv§;itiCome: 
(pre-tax): 

Prior service cost 
Net actuarial loss (gain) 

$ 11 
(2) 

(62) 
$(53) 

$ -
13 

$21 
(2) 

(37) 
$(18) 

$ 1 
(24) 

$ 13 $(23) 

The components of the $36 million increase in 
the amounts recognized in OGI during 2008 
consisted bf 

In millions 
Gurr^ht y^MactuarialibsS;-. ': / 
Currentyearpripr service credit 
Amortization of actuarialgain 

$37 
(1) 
1 

The total amounts recognized in net periodic 
benefit cost and OGI were $40 million, $(41) 
million and $17 million for 2008; 2007 and 
2006, respectively. 

For non-U.S. plans with accumulated benefit 
obligations in excess of plan assets, the 
projected benefit obligatioris. accumulated 
beriefit obligations and fair values of plan 
assets totaled $127 million, $111 million and 
$64 million, respectively, at December 31, 
2008. Plan assets consist principally of 
common stock and fixed income securities. 

OTHER PLANS 

International Paper sponsors defined 
contribution plans (primarily 401 (k) plans) to 
provide substantially all U.S. salaried and 
certain houriy employees of International 
Paper an opportunity to accumulate personal 
funds, and to provide additional benefits to 
employees hired afte? June 30, 2004 for their 
retirement. Contributions may be made bn a 
before-tax or after-tax basis to substantially all 
of these plans. 

As determined by the provisions of each plan. 
International Paper matches the employees' 
basic voluntary contributions arid, for 
employees hired after June 30, 2004, 
contributes an additional percentage of pay. 
Such" contributibns to the plaris totaled 
approximately $8(3 riiHliori, $91 millipri and $96 
riiillion for"the plan years ending in 2008, 2007 
and 2006, respectively. 

NOTE 17 POSTRETIREMENT BENEFITS 

U.S. POSTRETIREMENT BENEFITS 

international Paper provides certain retiree 
health care and life insurance benefits 
covering certain U.S. -salaried and hourly 
employees. These employees are generally 
eligible for benefits upon retirement and 
completion of a specified nurhber of years of 
creditable service. Excluded from company-
provided medical benefits are salaried 
employees whose age plus years of 
employment with the Gompany totaled less 
than 60 as of January 1, 2004. International 
Paper does not ftjnd these benefits prior to 
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Effect of foreign currency exchange rate payment and has the right to modify pr 
!I?°ys,n[!.6nts (1) terminate certain of these plans in the fijture. 

$36 
89 
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The components of postretirement benefit 
expense in 2008, 2007 and 2006, were as 
follows; 

In millions 2008 2007 2006 
Service cost 
Interest cost 
Actuarial loss 
Amortization of prior service 

cost 

$ 3 
34 
29 

$ 1 
34 
23 

$ 2' 
33 
22 

Net postretirement 
benefit expense (a) 

(38) (43) (50) 

$28 $15 $ 7 

(a) Excludes $0.8 million, $0.7 million and $1.3 miliion 
of curtailment gains in 2008, 2007 and 2006. 
respectively, and $0.5 million of termination 
benefits in 2008, related to cost reduction programs 
and facility nationalizations that were recorded in 
Restructuring and other charges in the 
consolidated statement of operations. Also 
excludes $13.2 million and $0.2 million in 
curtailment gains in 2007 and 2006, respectively, 
and $3.3 million and $13.7 million .of (ermination 
benefits in 2007 and 2006, respectively, related to 
certain divestitures recorded in Net losses (gains) 
on sales and impairments of businesses in the 
consolidated financial statements. 

International Paper evaluates its actuarial 
assumptions annually as pf December 31 (the 
measurement date) and considers changes in 
these long-term factors based upon market 
conditions and the requirements of SFAS 
No. 106, "Employers* Accounting for 
Postretirement Benefits Other Than Pensions." 

The discount rates used to determine net cost 
for the years ended December 31. 2008, 2007 
and,2006 were as follows: 

2008 2007 2006 
Discount rate 5.90% 5.75% 5.50% 

The weighted average assumptions used to 
determine the benefit obligation at 
December 31, 2008 and 2007, were as 
follows; 

2008 2007 
Discount rate 
Health care cost trend rate 

assumed for next year 
Rate that the cost trend rate 

gradually declines to 
Year that the rate reaches the 

rate it is assumed to remain 

5-90% 5:90% 

9.50% 10.00% 

5.00% 5.00% 

2017 2017 

The plan is only funded in an amount equal to 
benefits paid. The following.table presents the 
changes in benefit obligation and plan assets 
for 2008 and 2007; 

In millions 
Change in projected benefit 

obligation-
Benefit obligation, January 1 
Service cost 
Interest cost 
Participants' contributions 
Actuarial (gain) loss 
Benefits paid 
Less: Federal subsidy 
Acquisitions / divestitures 
Curtailment 
Special termination benefits 
Benefit obligation, 

becember 31 

Funded status. December 31 
Amounts recognized in the 

consolidated balance sheet 
under SFAS 158' 

Current liability 
Non-current liability „a 

Amounts recognized in 
accumulated other 
comprehensive income under 
SFAS 158 (pre-tax): 

Net actuarial loss 
Prior service credit 

2008 2007 

$532 
3 

34 
48 

(28) 
(113) 

11 
7 
1 
1 

$;:624' 
1 

34 
48 
40 

(134) 
11 
-5; 
— 
3 

$ 595 $ 632 
Change in plan assets: 

Fair value^jf plan assets, 
January 1 $- - $: -

Company contributions 6,5 86 
Participants' contributions :4 i 48 
Benefits paid (113) . . (1^) 
Fair value of pian assets, 

December 31 $ - $ -
:$(5S!6) $(632) 

$( 57) 
(539) 

$( 67) 
(565) 

$(596) $(632) 

$185 S243 
(86) (119) 

$ 105 $ 124 

The non-current portion pf the liability is 
included with the postemployment liability in 
the accompanying- consolidated balance sheet 
under Postretirement and postemployment 
benefit obligation. In accordance with SFAS 
No.-158; an after-tax charge of $16,1 millibn 
and an after-tax credit of $4 million were 
recorded as of December 31. 2008 and 2007, 
respectively. 

The components ofthe $19 million decrease in 
theamounts„recognized in OCl during 2008 
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A 1% increase in the assumed annual health 
care cost trend rate would have increased the 
accumulated postretirement benefit obligation 
at December 31. 2008 by approximately $35 
million. A 1 % decrease in the annual trend rate 
would have decreased the accumulated 
postretirement benefit obligation at 
December 31, 2008 by approximately $30 
miliion. The effect on net postretirement benefit 
cost from a 1% increase or decrease would be, 
approximately $2 million. 

consisted of 

Iri'million's 
Curtailment effects 
Current year actuarial gain 
Amortization of actuarial loss 
Amortization of prior-service credit 

$ 1 
(29) 
(29) 
38 

$(19) 

90 
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The total of amounts recognized in net periodic 
benefit cost and OGI were $10 million. $94 
million and $7 million in 2008, 2007 and 2006, 
respectively. 

The estimated amount of net loss and prior 
service credit that will be amortized from OG! 
into net postretirement benefit cost in 2009 are 
$30 million and $28 million, respectively. 

At December 31, 2008. estimated tota! fiJture 
postretirement benefit payments, net pf 
participant contributions and estimated future 
Medicare Part D subsidy receipts, are as 
follows; 

In millions 
2009 
2010 
2011 
2012 
2013 
2014-2018 

Benefit 
Payments 
$ 72 

72 
71 
70 
69 

316 

Subsidy 
Receipts 
$ 15 

16 
18 
19 
21 
82 

NON-U.S. POSTRETIREMENT BENEFITS 

In addition to the US, plan, certain Canadian, 
Brazilian and Moroccan employees are eligible 
for retiree health care arid life insurance 
benefits. Net postretirement benefit cost for our 
non-U,S, plans was $3 million for 2008, $8 
million for 2007 and $3 million for 2006, The 
benefit obligation for these plans was $19 
million in 2008. $28 million in .2007 and $17 
million in 2006. 

NOTE 18 INCENTIVE PLANS 

International Paper currentiy has a Long-Term 
Incentive Compensation Plan (LTICP) that 
includes a stock optipn program, a 
performance share program, a service-based 
restricted stock award program, and an 
executive continuity award program that 
provides for tandem grants of restricted stock 
and stock options. The LTICP is administered 
by the Management Development and 
Compensation Gommittee of the Board of 
Directors (Gommittee) whose members are not 
eligible for awards. Also, stock appreciation 
rights (SAR's) have been awarded to 
employees of a non-U.S. subsidiary, with 

Effective January 1, 2006. International Paper 
adopted the provisions of SFAS No, 123. 
"Share-Based Paymenf using the modified 
prospective method. As no unvested stock 
options were outstanding at this date, the 
adoption did not have a material impact on the 
consolidated financial statements. 

STOCK OPTION PROGRAM 

International Paper accounts for stock options 
under SFAS No. 123(R). Compensation 
expense is recorded over the related sen/ice 
period based on the grant-date fair market 
value. Since all outstanding options were 
vested as of July 14. 2005, only replacement 
option grants were expensed in 2007 and 
2006. No replacement options were granted in 
2008, 

During each reporting period, diluted earnings 
per share is calculated by assuming that "in-
the-money" options are exercised and the^ 
exercise proceeds are used to repurchase; 
shares in the marketplace. When options are 
actually exercised, optipn proceeds are 
credited to equity and iissOed shares are 
included in the computation of earnings per 
common share, with no effect on reported 
earnirigs. Equity is also increased by the tax 
benefit that International Paper will receive in 
its tax return for income reported by the 
optionees in their individual tax returns. 

Under the program, upon exercise of an 
option; a replacement option may be grarited 
under certain circumstances, with an exercise 
price equal to the market price at the -tirne of 
exercise and with a term extending to the 
expiration date of the origirial option. 

The Gompany discontinued its stock option 
program in 2004 for members of executive 
management, and in 2005 for all other eligible 
U.S. and non-U.S. employees. In the United 
States, the stock option program was replaced 
with a performance-based restricted share 
program to more closely tie long-term incentive 
compensation to Gompany performance on 
two key performance drivers; return on 
investment (RO!) and total shareholder return 
(TSR). 
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3.310 rights outstanding at December 31, 2008 
and 2007. Restricted stock units were also ^1 
awarded to certain non-U.S. employees in 
2008 with 59.100 units outstanding at 
December 31. 2008. Additionally, .restricted 
stock, which may be deferred into restricted 
stock units (RSU's), may be awarded under a 
Restricted Stock and Deferred Compensation 
Plan for Non-Employee Directors. 
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The fair market value of each option grant has 
been estimated on the date of the grant using 
the Black-Scholes option pricing model with 
the following weighted average assumptions 
used for grants in 2007 and 2006, respectively; 

Replacement Options (a) 
Risk-free interest rate 
Price Volatility 
Dividend yield 
Expected term in years 

2007 

4.92% 
20.46% 

2,74% 
2 00 

2006-

4,97% 
19.70% 
2.70% 
2.00 

(a) The average fair market values of replacement 
option grants during 2007 and 2006 were $4.68 
and $4.63, respectively. 

The following summarizes the status of the 
Stock Option Program and the changes during 
the three years ending December 31, 2008; 

Weighted 
Weighted, Average Aggrei 
Average Remaining Intri 

Options Exercise Life V 
(a,b) Price (years) (thousai 

Oiitstanidihg 
at 
Dei^ember 
31, 2005; 
Granted 
Exercised 
ForteSd 
Expiffd-;" 

Otitstariliiici 
at 
December 
31.2006 
Granted 
Exercised 
Fori'eited 
Expired 

Outstanding 
at 
December 
31,2007 
Granted 
Exercised 
Forfeited 
Expired 

Outstanding 
a t 
December 
31, 2008 

4f581.S98 : 
997 

(964.744) 
<85bj949) 

(:3;784;204);: 

35,982,698 
1,120 

(3.538.171) 
(457,200) 

(3,974.712) 

28.013,735 

(14.800) 
(189,158) 

(2,716,655) 

25,093,122 : 

E 39.49 
37.06 
32 67 
44.21 
39.90 

39.52 
36.54 
34.40 
46.97 
41.18 

39,81 

31.55 
43.44 
40.83 

S 39.68 

i6p;| -t 

5.08 % 

4.40 1, 

3.66 $ 

(a) The table does not include Continuily Aware 
tandem stock options described below. No fai. 
market value is assigned to these options unde, 

PERFORMANCE-BASED RESTRICTED SHARES 

Under the Performance Share Program (PSP), 
contingent awards of Intei-national Paper 
common stock are granted by the Committee, 
The PSP awards vest over a three-year period. 
One-fourth of the award vests during each 
twelve-month period, with the final one-fourth 
segment vesting over the full three-year 
period. PSP awards are eamed based on the 
achievement of defined performance rankings 
of return on investment (ROI) and total 
shareholder return (TSR) compared to ROI 
and TSR peer groups of companies. Awards 
are weighted 75% for ROI and 25% for TSR 
for all participants except for certain members 
of senior management for whom the awards 
are weighted 50% for ROI and 50% for TSR. 
The ROI component of the PSP awards is 
valued at the closing stock price on the day 
prior to the grant date.. As the-RO! component 
contains a performance condition, 
compensation expense, net of estimated 
forfeitures, is recorded over the requisite 
service period based on the most probable 
number of awards expected to vest. The TSR 
component of the PSP awards is valued using 
a Monte Cario simulation as the TSR 
component contains a market condition. The 
Monte Cario simulation estimates Uie fair value 
of the TSR component based on the expected 
term of the'award, a risk-free rate, expected 
dividends, and the expected volatility for the 
Gompany and its competitors. The expected; 
term was estimated based" on the vesting 
period of the awards, the risk-free rate was 
based on the yield on U.S. Treasury securities 
matching the vesting period, the expected 
dividends were assumed to be zero for all 
companies, and the volatility was based on the 
Company's historical volatility over the 
expected term. 

PSP awards issued to the senior management 
group are liability awards, which are 
remeasured at fair value at each balance sheet 
date. The valuation of these PSP liability 
awards is computed based on the same 
mettiodology as the PSP equity awards. 

The following table sets forth the assumptions 
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SFAS No. 123(R). The tandem restricted shares used to determine compensation cost for the 
accompanying these options are expensed over market condition component of the PSP plan; 
their vesting period. 

(b) The table includes options outstanding under an Twelve Months Ended 
acquired company plan under which options may December 31,2008 
no longer be granted. Expected-volatility 19.57% - 62.83% 

Risk-free interest rate 1.07%- 3.5% 

9i -
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The following summarizes PSP activity for the 
three years ending December 31. 2008; 

Weighted 
Average 

Grant Date 
Shares Fair Value 

Outstanding at 
December 31, 2005 
Granted 
Shares issued 
Forfeited 

Outstanding at 
December 31. 2006 
Granted 
Shares issued 
Forfeited 

Outstanding at 
December 31.2007 
Granted 
Shares issued (a) 
Forfeited 

•4,195.317 S 
2.320,858 

(638.541) 
(373.176) 

5.504.458 
2.494.055 

(1.562.174) 
(219,327) 

6,217.012 
3,984.146 

(3,639,012) 
(307,890) 

41.29 
33.58 
37.78 
38,97 

38,61 
33,76 
42.55 
38,74 

35.67 
36.26 
41.54 
34.50 

Outstanding at 
December 31.2008. 6.254,256 $ 32.69 

(a) Includes'225,041 shares related to retirements or 
terminations that are held for payout until the end ot 
the.performance period. 

EXECUTIVE CONTINUITY AND RESTRICTED 
STOCK AWARD PROGRAMS 

The Executive Continuity Award program 
provides for the granting of tandem awards of 
restricted stock and/or nonqualified stock 
options to key executives. Grants are restricted 
and awards conditioned on attainment of a 
specified age. The awarding of a tandem stock 
option results in the cancellation of the related 
restricted shares. 

The service-based Restricted Stock Award 
program (RSA). designed for recruitment, 
retention and special recognition purposes, 
also provides for awards of restricted stock to 
key employees. 

The following summarizes the activity of the 
Executive Continuity Award program and RSA 
program for the three years ending 
December 31, 2008; 

Weighted 
Average 

Grant Date 
Shares Fair Value 

Outstanding at 
December 31. 2005 
Granted 
Shares'^issued 
Forfeited 

Outstanding at 
December 31. 2006 
Granted 
Shares issued 
Forfeited 

Outstanding at 
December 31.2007 
Granted 
Shares Issued 
Forfeited 

250.375 $ 
78,000 

(89,458) 
(61,667) 

177,250 
14.000 

(68,625) 
-

122,625 
18,000 

(35.625) 
(3,000) 

38.49 
34 43 
38 80 
36,59 

37.21 
33.85 
35 57 

-

37.18 
28.34 
38.91 
33.70 

Outstanding at 
becember 31, 2008 102,000 $ 35.11 

At December 31, 2008, 2007 and 2006 a total 
of 28.1 rnillion. 27.4 million and 24.5 million 
shares, respectively, were available for grant 
under the LTICP. A total of 7.0 million shares, 
9.4 million shares and 11.0 million shares were 
available |or the granting of restricted stock as 
of December 31. 2008, 2007 and 2006, 
respectively. 

Total stock-based compensation cost 
recognized in Selling and administrative 
expense in the accompanying consolidated 
statement of operations for the years ended 
December 31, 2008. 2007 and 2006 was $66 
million. $124 million and $106 million, 
respectively. The actual tax deduction realized 
for stock-based compensation costs related to 
non-qualified-stock options was $19,000, $15 
million and $3 million for ttie years ended 
December 31.- 2008, 2007 and 2006, 
respectively. The actual tax deduction realized 
for- stock-based' compensation costs related to 
restricted and performance shares was $130 
million. $60-millibn and $15 million for the 
years erided December 31. 2008. 2007 and 
2006,. respectively. At December 31. 2008. 
$56.6 million of compensation cost, net of 
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estimated fprfeitures, related to unvested 
Wi' restricted perfbrmance shares, exdedtiyp 

continuity awards and restricted stock 
attributable to future performance had not yet 

•" been recognized. This amount will be 
recognized in expense over a weic 
average period of 1.4 years. 
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Table of CMtCnts 

INTERIM FINANCIAL REaULlSi(UNAUipiD) 
1n rtiilliohs^ exdept 
perjhare-aitidurifs .^^ --̂ ĵ 
and stock 
prices 

XUi ^si 2J^ 'gw 4! 

Quarter Quarter Quarter Quarter ; i . , l^ear; 
2008 
Net sales $ 5,668 $ 5,807 $ 6,808 $ 6,546 P%829 
Gross margin 

(a) 1,407 1,502 1,654 1,524 6,087 
Earnings (loss) 

from 
continuing 
operations 
before 
income taxes, 
equity 
earnings and 
minority . . ,̂ u ^ 
interest • m ^ ^ - 0§^^^' -265<""> ;:|i.i9Wn^ - -(4;.|t;53)'''̂ ''*''-

Gain (loss) from 
discontinued . ' , 
operations W ^ ) (1) - 5"^ 0 ^ - ^ 

Netearnings „ u, ,KK> 
(loss) m^-'̂ ^ #• '" ' - •.•'W^" '̂ mmf'?^^ -(i;,282f*' 

Basic earnings 
(loss) per 
share of 
common 
stock: 
Earnings 

(loss) 
from 
continuing ,. ,.^ « 
operations t W 6 ® $ t p ' " * $ 0.35*'>' I {4a6# $(3 .02f* '»« 

Gain (loss) 
from 
discontinubd 
operat ions {0.04)<'=> - — O m ^ (0v03)'='?' 

Netearnings 
(loss) 0.32 f'̂ '̂ ' i54 i« ' 0.35'«' (4i25i'**" p 0 5 ) » ' ' 

Diluted 
earnings 

:: (loss) per - -:^;. '.. 
' share of 3-- ' ':'-

common 
stock: 
Earnings 

(ioss) 
from 
continuing 
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operations^ $ 0 35"" t 0s5|# t l ^ ^ P ' <;$pH2®)f'> $ (3502)<'̂ *"'̂  
Gain (loss) 

from 
discontinued 
operations (0.04)'=' - - QMW (O.G3)<'=s> 

Net earnings 
(loss) 0.31*"'" Qi54<'" 0.35!^' {4.25)<'«'" (3.Q5)*'''" 

Dividends per 
shareof 
GGrtimon 
stock 0J5 0:25 0.25 0.25 1.Q0 

Common stock 
prices 
High $33.77 $29^37 $31.07 $26.64 ;$ 33 t7 
Low 26.59 l i i f e 21.66 10.20 ^ J l O 

2007 
Net sales $5,217 -$m0i. $5,541 $5,841 -$211,090 
Gross margin (a) 1.366 f , * ® 1,455 1,599 5;830 
Earnings from 

continuing 
operations 
before iricome 
taxes, equity 
earnings and 
niinority ,.. . 
interest 606«" .294^®: 315""' ;; 4 3 i ^ 1:*6:54*'"'P^̂  

Loss from 
discontinued 
operations (23)«' «(a|P^; (3) W m 0 ^ ' " ^ 

Netearnings 434"-» i 9 # - ' f 217""' = iSif!"'''-'" f , 16&« 
Basic earnings 

per share of 
common 
stock; 
Earnings 

frorri 
continuing 
operations $ 1.03^ f 0.4^® $ 0.52 <"'' ;$: ;:0i0;<^' $: 2.83 *'*'̂ '"': 

Loss from, 
discontinued 
operations (0.05)« (0.02)'" (0.01) (0.02)'°' (0.11)"'"'"' 

Netearnings 0.98"" 0.44'"-" 0.51""' 0.78'"•"••" 2.72 "'P' 
Diluted earnings 

per share of 
common 
stock; 
Earnings 

frorii 
continuing 
operatibns :%. ^ m ^ - ^ % ^ ^ . 4..^^M^'[- -:.k ^QiBtyp-̂  t 2^81 «'-''̂ '"̂ "' 

LosS f̂rprii;̂  
Silbbritiriued 
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l-'or the fiscal year 

Operations 
Net earriings 

Divideridis per 
shareof 
common stock 

Commori stock 
prieei 
Hifi 
Low 

ended Decemberill, 

(0>i5)< '̂ 
0:97^''" 

0^25 

$ 38.00 
32.75 

w m • 

(0.i2)<" 
0̂ 44<w) 

:0.25' 

$ 39.94 
36.06 

(0.6f) 
O.Sjl '̂""' 

.;0i25: 

$41.57 
31.05 

(0.02)'°' 
p78.(",o,p) 

:. QMS. 

$ 37.33 
31.43 

Plge 184 pf 2.13 

(0.t1)»* 
270 o-p) 

IiOO 

$ 41.57 
31,05 

Note: Since basic and diluted earnings per share are computed independently for each period and category, full year 
per share amounls may not equal the sum ofthe four quarters. 

94 
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Footnotes to Interim Financial Results 

(a)Gross margin represents net sales less cost 
of products soid. excluding depreciation, 
amortization and cost of timber harvested. 

(b)!ncludes a $40 million pre-tax charge ($25 
million after taxes) for adjustments to legal 
reserves, a pre-tax charge of $5 million ($3 
million after taxes) for costs associated with 
the reorganization of the Company's 
Shorewood operations in Canada, and a 
pre-tax gain of $3 million ($2 million after 
taxes) for adjustments to previously 
recorded reserves associated with the 
Company's 2006 Transfbrmation Plan. 

(c)!ncludes a pre-tax charge of $25 million 
($16 million after taxes) forthe settiement of 
a post-closing adjustment on the sale of the 
Beverage Packaging business and the 
operating results of certain wood products 
facilities during the quarter, 

(d)!ncludes a pre-tax charge of $13 riiillion ($9 
million after taxes) for costs associated with 
the reorganization of tlie Company's 
Shorewood operations in (Canada, and a 
pre-rtax gain of $3 million ($2 million after 
taxes) for an adjustment to the gain on the 
2006 Transformation Plan forestiand sales. 

(e)lncludes a pre-tax charge of $107 million 
($84 million after taxes) to write down the 
assets at the Inverurie, Scotiand mill to 
estimated fair value, a pre-tax charge of $39 
million ($24 million after taxes) relating to 
the write-up of inventory to fair value in 
connection with the GBPR acquisition, a 
preftax charge of $35 million ($22 million 
after taxes) for an adjustrrient to legal 
reserves, a pre-tax charge of $19 millipn 
($12 million after taxes) for integration costs 
associated with the CBPR business 
acquisition, a pre-tax charge of $8 million 
($5' million after taxes) for costs associated 
with the reorganization of the Company's 
Shorewood operations in Canada, a pre-tax 
charge of $53 million ($33 million after 
taxes) to write off deferred supply chain 
initiative development costs ' for U.S. 
container operations that will riot be 

(f)lncludes charges of $1.3 billion. $379 million 
and $59 million (before and after taxes) for 
the impairment of goodwill of the Company's 
U.S. Printing Papers and U.S. and European 
Coated Paperboard businesses, a pre-tax 
charge of $123 million ($75 million after 
taxes) for shutdown costs for the Bastrop. 
Louisiana mill, a pre-tax charge of $30 
million ($18 million after taxes) for the 
shutdown of a paper machine at the 
Franklin. Virginia mill, a pre-tax charge of 
$26 million ($16 million after taxes) for 
integration costs associated with the 
acquisition bf the GBPR business, a pre-tax 
charge of $53 million ($32 million after 
taxes) for severance and benefit costs 
associated with the Company's 2008 
overhead cost reduction initiative, a pre-tax 
charge of $8 million ($5 miilion after taxes) 
for closure costs associated with the Ace 
Packaging business, and a pre-tax charge of 
$4 million ,($2 million after taxes) for costs 
associated with the reorganization of the 
Company's Shorewood, operations. 

(g)!ncludes= .pre-tax gains of $9 million ($5 
million after taxes) fbr adjustments to 
reserves associated with the sale of 
discontinued businesses. 

(h)lncludes a $40 million tax benefit related to 
restructuring of the Company's international 
operations. 

(i)lncludes an $18 million charge before taxes 
($11 million after taxes) for organizational 
restructuring charges associated with the 
Company's 2006 Transformation Plan, a pre
tax gain of $103 million ($96 million after 
taxes) on the sale pf the Arizona Ghemical 
business, a pre-tax gain of $205 million 
($164 million after taxes) related to the asset 
exchange forthe Luiz Antonio mill in Brazil, 
and a S6 million pre-tax credit ($4 million 
after taxes) for adjustments to the loss on 
the sale of the Coated and Supercalendered 
Papers business. 

(j)lncludes a pre-tax gain of $21 million ($9 
miilion after taxes) relating to the sale of the 
Wood Products business, a pre-tax loss of 
$15 millibn ($39 million after taxes) for 
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implemented due to the CBPR acquisition, a adjustments to the loss on the sale of the 
charge of $1 million (before and after taxes) Beverage Packaging business, a pre-tax 
for severance costs associated with the gain of $6 million ($4 million after taxes) for 
Company's 2006 Transformation Plan and a adjustments to the loss on the sale of the 
$3 million pre-tax gain ($2 millibn after Kraft Papers business, a $10 million pre-tax 
taxes) for adjustments of estimated credit ($6 million after taxes) for additional 
transaction costs accrued in connection with refunds received 
the 2006 Transforniation Plan foresttarid 95 
sales. 
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from the Canadian government of duties paid 
by the Company's Weldwood of Canada 
Limited business, and the operating results of 
the Beverage Packaging and Wood Products 
businesses. 

(k)lncludes $17 million before taxes ($11 
million after taxes) of accelerated 
depreciation charges for long-lived assets 
being removed from service and $9 million 
before taxes ($5 million after taxes) of other 
charges associated with the Company's 
2006 Transformation Plan, a pre-tax gain of 
$10 million ($5 million after taxes) to adjust 
the gain on the sale ofthe Arizona Chemical 
business, a pre-tax loss of $6 million ($4 
million after taxes) to adjust the loss on the 
sale of box plants in the United Kingdom 
and Ireland, a $5 million after-tax 
adjustment related to the asset exchange 
for the Luiz Antonio mill in Brazil, and a net 
$3 million charge (before and after taxes) 
related to other smaller items. 

(I)lncludes a pre-tax charge of $6 million ($4 
million after taxes) for adjustnients relating-to 
the sale of the Wood Products business, a 
pre-tax charge of $5 million ($3 million after 
taxes) for adjustments relating to the sale of 
the Beverage Packaging business, and the 
operating results of these businesses. 

(m)lncludes a pre-tax charge of $27 million 
($17 million after taxes) of accelerated 
depreciation charges for the Terre Haute, 
Indiana mill which was closed as part of the 
Cpmpany's 2006 Transformation Plan, a 
pre-tax charge of $10 million ($6 million 
after taxes) for environmental costs 
associated with this closure, a pre-tax 
charge of $3 miliion ($2 million after taxes) 
for Brazilian restructuring charges, a pre
tax charge of $2 million ($1 million after 
taxes) for severance and other charges 
associated with the Company's 2006 
Transformation Plan, and a pre-tax, gain of 
$9 million ($5 million after taxes) to reduce 
estimated transaction costs accrued in 
connection with the 2006 sale of U.S. 
Forestiands included in the Company's 
2006 Transformation Plan. 

mercial Activity Tax adjustment, a pre-tax 
gain of $7 million ($5 million after taxes) for 
ari adjustment to the loss on the sale of box 
plants in the United Kingdom and Ireland, a 
pre-tax gain of $5 million ($3 million after 
taxes) for an adjustment to the lo.ss on the 
sale of the Marasquei mill, and a gain of $1 
million (before and after taxes) for other 
items. 

(o)lncludes a pre-tax charge of $9 million ($5 
million, after taxes) for the Beverage 
Packaging busiriess and a pre-tax gain of 
$4 million (S3 million after taxes) for the 
Wood Products business for adjustments 
related to the sales of those businesses, a 
pre-tax-charge of $4 million ($3 million after 
taxes) for additional taxes associated with 
the sale of Weldwood of Canada Limited, 
and the quarteriy operating results of the 
Wood Products business. 

(p)lnc!udes a $41 million tax benefit relating to 
the effective settlement of certain income 
tax audit issues. 

ITEM 9. CHANGES IN AND 
DISAGREEMENTS WITH ACCOUNTANTS 
ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 

None. 

ITEM 9A. CONTROLS AND PROCEDURES 

EVALUATION OF CONTROLS AND PROCEDURES: 

As of December 31. 2008. an evaluation was 
carried out under the supervision and with the 
participation of the Company's management, 
including our Chief Executive Officer and Chief 
Financial Officer, of the effectiveness of the 
design and operation of our disclosure controls 
and procedures, pursuant to Rule 13a-15 
under the Securities Exchange Act (the Act). 
Based upon this evaluation, the Chief 
Executive Officer and Chief Financial Officer 
have concluded that the Company's disclosure 
controls and procedures are effective to 
ensure that information required to be 
disclosed by us in reports we file under the Act 
is recorded, processed, summarized, and 
reported by the management of the Company 
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(n)lnciudes a pre-tax charge of $4 million ($3 pn a tirhely baslS: in;;order to comply with the 
million after taxes) for asset write-oflfs at the Gbriipariy?s disclbsire obligations Urider ihe. 
Pensacola mil!, a pre-tax charge of $14 ^diriid-tl^;|$;iG;fg^ 
million ($9 million after taxes) for severance gg; 
and other charges associated with the 
Company's 2006 Transformation Plan, a 
pre-tax gain of $9 million ($6 million after 
taxes) for an Ohio Com-
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MANAGEMENT'S REPORT ON; INTERNAL 
CONTROL i^/ER FINANCIAL REP(3RTilf«IG 

Our managemerit is respOriisible for 
establishing and maintaining adequate internal 
controls over our financial reporting, including 
the safeguarding of assets against 
unauthorized acquisition, use. or disposition. 
These controls are designed to provide 
reasonable assurance to" managepient and the 
Board of Directors regarding preparation of 
reliable published financial statements and 
such asset safeguarding, and the preparation 
of our consolidated financial statements in 
accordance with accounting principles 
generally accepted in the United States 
(G/\AP). Our internal control over financial 
reporting includes those policies and 
procedures that; 

• pertain to the maintenance of records that in 
reasonable detail, accurately and fairly reflect 
the transactions and dispositions of our 
assets; 

• provide reasonable assurance that 
transactions are recorded properiy to allow 
for the preparation of financial statements in 
accordance with GAAP, and that our receipts 
and expenditures are being made only in 
accordance with authorizations of our 
management and directors; 

• provide reasonable assurance- regarding 
prevention or timely detection of 
unauthonzed acquisition, use. or disposition 
of our assets that could have a material effect 
on our consolidated financial statements, and 

• provide reasonable assurance as to the 
detection of fraud. 

All internal control systems have inherent 
limitations, including the possibility of 
circumvention and overriding of controls, and 
therefore can provide only reasonable 
assurarice as to such financial statement 
preparation and asset safeguarding. The 
Company's internal control system is 
supported by written policies and procedures, 
contains, self-monitoring mechanisms, and. is 
audited by the internal audit function. 
Appropriate actions are taken by management 

In making this assessment, we used the 
criteria described in "Internal Control -
Integrated Framework" issued by the 
Gommittee of Sponsoring Organizations of the 
Treadway Gommission. 

Our independent registered pub|ic accounting 
firm, Deloitte & Touche LLP, with direct access 
to our Board of Directors through our Audit and 
Finance Committee, has audited the 
consolidated financial stateriients prepared by 
us. Their report on the consolidated financial 
statements is included in Part 11, Item 8. 
Financial Statements and Supplementary 
Data. Deloitte & Touche LLP has issued an 
attestation report on our internal controls over 
financial reporting, 

MANAGEMENT'S PROCESS TO ASSESS THE 
EFFECTIVENESS OF INTERNAL CONTROL OVER 
FINANCIAL REPORTING 

To comply with the requirements of 
Section 404 of the Sarbanes-Oxley Act of 
2002, we followed a comprehensive 
compliance process across the enterprise to 
evaluate our internal control over financial 
reporting, engaging employees at all levels of 
the organization. Our intemal control 
environment includes an enterprise-wide 
attitude- of integrity and control consciousness 
that establishes a positive "tone at the top." 
This is- exemplified ijy our ethics program that 
iricludes long-standing principles and policies 
on ethical business conduct that require 
employees to maintain the highest ethical and 
legal standards in the conduct of our business, 
which have been distributed to all employees; 
a toll-free telephone helpline whereby any 
employee may report suspected violations of 
law or our policy; and an office of ethics and 
business practice. The internal control system 
further includes careful selection and training 
of supervisory and management personnel, 
appropriate delegation of authority and division 
of responsibility, dissemination of accounting 
and business policies throughout the 
Gompany, and an extensive program of 
internal .audits with management follow-up. 
Our Board of Directors, assisted by the,Audit 
and Finance Gommittee. monitors the integrity 
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to correct deficiencies as they are ideritified. 

As of December 31. 2008. management has 
assessed the effectiveness of the Company's 
internal control over financial reporting. In a 
report included on page 49. management 
concluded that, based on its assessment, the 
Company's interna! control over financial 
reporting is effective as of becember 31. 2008, 

97 

of Ouf financial statemerits and financial 
reporting procedures, the performance of our 
internal audit function and independent 
auditors, and other matters set forth in its 
charter. The Gommittee. which burrentiy 
consists of five independent directors, meets 
regularly with representatives of management. 
and with the independent auditors and the 
Internal Auditor, with and without management 
representatives in-attendance, to review their 
activities. 

Mi. 
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CHANGES IN INTERNAL CONTROL OVER 
FINANCIAL REPORTING 

The Gompany has ongoing initiatives to 
standardize and upgrade its financial, 
operating and supply chain systems. The 
system upgrades will be implemented in 
stages, by business, over the next several 
years. Management believes the necessary 
procedures are in place to maintain effective 
interna! controls over financial reporting as 
these initiatives continue. 

There have been no changes in our internat 
control over financial reporting during the 
quarter ended December 31. 2008 that have 
materially affected, or are reasonably likely to 
materially affect our internal control over 
financial reporting. 

In August 2008, the Gompany completed the 
acquisition of the Containerboard, Packaging 
and Recycling business from Weyerhaeuser 
Company (CBPR), integration activities, 
including a preliminary assessment of interna! 
controls over financial reporting, are currentiy 
in process. The initial annual assessment of 
internal controls over financial reporting for the 
GBPR business wili be conducted over the 
course of our 2009 assessment cycle, 

ITEM 98. OTHER INFORMATION 

None, 

PART III. 

ITEM 10. DIRECTORS, EXECUTIVE 
OFFICERS AND CORPORATE 
GOVERNANCE 

Information concerning our directors is hereby 
incorporated by reference to our definitive 
proxy statement that will be filed with the 
Securities and Exchange Gommission (SEG) 
within 120 days of the dose of our fiscal year. 
The Audit and Finance Gommittee of the 
Board of Directors has at least one member 
who is a financial expert, as that term is 
defined in Item 401(d)(5) of Regulation S-K, 
Further information concerning the 
composition of the Audit and Finance 
Gommittee and our audit committee financial 

The Company's Code of Business Ethics 
(Code) is applicable to all employees of the 
Company, including the chief executive officer 
and senior financial oflicers, as well as the 
Board of Directors. We disclose any 
amendments to our Code and any waivers 
from a provision of our Code granted to our 
directors, chief executive officer and senior 
financial officers on our Internet Web site 
within four business days following such 
amendment or waiver. To date, no waivers of 
the Code have been granted. 

We make available free of charge on our 
Internet Web site at 
www.inteniationatpaper.com, and in print to 
any shareholder who requests them, our 
Corporate Governance Principles, our Code of 
Business Ethics and the Charters of our Audit 
and Finance Gommittee, , Management 
Development and Compensation Committee, 
(governance Committee and Public Policy and 
Environment Committee. Requests for copies 
may be directed to the corporate secretary at 
our corporate headquarters. 

Information with respect to compliance with 
Section 16(a) of the Securities and Exchange 
Act and our corporate govemance is hereby 
incorporated by reference to our definitive 
proxy statement that wil! be filed with the SEG 
within 120 days ofthe close of our fiscal year. 

ITEM 11. EXECUTIVE COMPENSATION 

Information with respect to the compensation 
of executives and directors of the Company is 
hereby incorporated by reference to our 
definitive proxy statement that will be filed with 
the SEC within 120 days of the close of our 
fiscal year. 

ITEM 12. SECURITY OWNERSHIP OF 
CERTAIN BENEFICIAL OWNERS AND 
MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

A description of the security ownership of 
certain beneficial owners and management 
and equity compensation plan information is 
hereby incorporated by reference to our 
definitive proxy statement thatwill be filed with 

http://www.sec.gGv/Arch!ves/edgar/dala/5l434/(}00ll9312509038657/dl0k.htm 2immo 
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experts is hereby incorporated by reference to 
our definitive proxy statement that will be filed 
with the SEG within 120 days of the close of 
our fiscal year. Information with respect to our 
executive officers is set forth on pages 4 
through 6 in Part 1 of this Form 10-K under the 
caption, "Executive Officers of the Registrant." 

Executive officers of Internationa! Paper are 
elected to hold office until the next annual 
meeting of the Board of Directors following the 
annual meeting of shareholders and. until the 
election of successors, subject to removal by 
the Board. 

the SEC within 120 days of the close of our 
fisca! year, 

ITEM 13. CERTAIN RELATIONSHIPS AND 
RELATED TRANSACTIONS, AND 
DIRECTOR INDEPENDENCE 

A description of certain relationships and 
related transactions is hereby incorporated by 
reference to our definitive proxy statement that 
.will be filed with the SEG within 120 days of 
the cipse of our fisca! year. 

98 

http://www.sec.gOv/Archives/edgar/data/51434/000119312509038657/dl Ok.hlm l/fg/20f0: 

http://www.sec.gOv/Archives/edgar/data/51434/000119312509038657/dl


for thsjifiscafyear ended December 31. 2008 • p | | | f 93;pf 213 

Tahleof Contents 

ITEM 14. PRINCIPAL ACCOUNTING FEES 
AND SERVICES 

Information with respect to fees paid to. and 
services rendered by, our principal accountant, 
and our policies and procedures for pre-
approving those services, is hereby 
incorporated by reference to our definitive 
proxy statement that will be filed with the SEG 
within 120 days of the close of our flscal year, 

PART IV. 

ITEM 15. EXHIBITS AND FINANCIAL 
STATEMENT SCHEDULES 

(a) (1) Financial Statements - See 
Item 8, Financial Statements 
and Supplementary Data. 

(2) Financial Statement Schedules 
- The following additiona! 
financiai data should be read in 
conjunction with the financial 
statements in Item 8. 
Schedules not included with 
this additional financial data 
have been omitted because 
they are not applicable, or the 
required information is shown in 
the financial statements or the 
notes thereto. 

Additional Financial Data 
2008, 2007 and 2006 

Report of Independent 
Registered Public Accounting 
Firm on Financial Statement 
Schedule for 2008, 2007 and 
2006 104 

Consolidated Schedule; 11-
Valuation and Qualifying 
Accounts 105 

(31 )̂ Restated Certificate of 
Incorporation of Internationa! 
Paper Company (incorporated by 
reference to Exhibit 3.1 to the 
Company's Current Report on 
Form 8-K dated May 16, 2008, 
File No. 1-3157). 

(4.2) 

(4.3) 

(4.4) 

(10.1) 

(10.2) 

Indenture, dated as of April 12. 
1999, between International 
Paper and The Bank of New 
York, as Trustee (incorporated 
by reference to Exhibit 4.1 to the 
Company's Current Report on 
Form 8-K dated June 16, 2000. 
File No. 1-3157). 

Supplemental Indenture 
(including the form of Notes), 
dated as of June 4. 2008, 
between International Paper 
Company and The Bank of New 
York, as Trustee (incorporated 
by reference to Exhibit 4.1 to the 
Company's Current Report on 
Form 8-K dated June 4, 2008. 
File No. 1-3157), 

in accordance with Item 601 
(b) (4) (iii) (A) of Regulation S-K. 
certain instruments respecting 
long-term debt of the Company 
have been omitted but will be 
furnished to the Gommission 
upon request 

Share Purchase Agreement, 
dated August 16, 2007, in 
respect of llim Holdings S.A. by 
and among Internationa! Paper 
investments (Luxembourg) 
S.ar.!,, Pulp Holding Luxembourg 
S.ar.l., llim Holding Luxembourg 
S.ar.l., llim Holding S.A., 
International Paper Company, 
Mr. Zakhar Smushkin. 
Mr. Mikhail Zingarevich. 
Mr Leonid Eruhimovich and 
Mr, Boris Zingarevich 
(incorporated by reference to 
Exhibit 10,1 to the Quarteriy 
Report on Form 10-Q for the 
quarter ended September 30. 
2007, File No. 1-3157). 

First Amendment Deed to Share 
Purchase Agreement, dated 
October 4, 2007, in respect of 
I!im Holdings S.A, by and among 
Internationa! Paper Investments 

http://www,sec.gov/Archivcs/cdgar/datci/51434/0001193 r2509O38657,/d!Ok.htm mmmm 

http://www,sec.gov/Archivcs/cdgar/datci/51434/0001193


.For the:fisca;l' year - endfediDeeerabeijif^OE ;:Pag© 194 p.f 213 

(3.2) By-laws of International Paper 
Company, as amended through 
May 12. 2008 (incorporated by 
reference to Exhibit 3.2 to the 
Company's Current Report on 
Form 8-K dated May 16, 2008, 
File No. 1-3157). 

|4.i1) Specimen Common Stock 
Certificate (incorporated bŷ  
reference to Exhibit 2-A to the 
Company's registration 
statement on Form S-7, File 
No. 2-56588, dated June 10, 
1976). 

(Luxembourg) S.ar.l,, Pulp 
Holding Luxembourg S.ar,!., llim 
Holding Luxembourg Sar!.. llim 
Holding S.A.. International Paper 
Gompany, Mr. Zakhar Smushkin. 
Mr. IViikhail Zingarevich. 
Mr. Leonid Eruhimovich and 
Mr. Boris Zingarevich 
(incorporated by reference to 
Exhibit 10.2 to the Quarteriy 
Report on Form 10-Q for the 
quarter ended September 30. 
2007, File No. 1-3157). 
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(10:3) 

(m4):: 

(t0,5): 

MM:-

iM^% 

(10.8) 

Purchase Agreement betweeri 
International Paper Gompany 
and Weyerhaeuser Gompany 
dated as of March 15. 2008 
(incorporated by reference to 
Exhibit 10.1 to the Company's 
Current Report on Form 8-K 
dated March 20, 2008, File 
No. 1-3157). 

2008 Management Incentive 
Plan, amended and restated as 
of January 1, 2008 (incorporated 
by reference to Exhibit 10.6 to 
the Company's Quarteriy Report 
on Form 10-Q for the quarter 
ended March 31, 2008, File 
No. 1-3157).+ 

Amendment No. 1 to the 2008 
Manageriient Incentive Pian, 
effective December 8, 2008. * + 

Long-Term Incentive 
Compensatiori Plan, amended 
and restated as of February 7. 
2005 (the "LTICP") (incorporated 
by reference to Exhibit 99.1 to 
the Company's Current Report 
on Form 8-K dated February 11. 
2005, File No. 1-3157).+ 

Amendment, effective April 1, 
2008. to the Interriational Paper 
Company Long-Tei-m Incentive 
Gompensation Plan, as 
ariiended .and restated 
February 7. 2005 (incorporated 
by reference to Exhibit 10.7 to 
the Company's Quarteriy Report 
on Form 10-Q for the quarter 
ended March 31. 2008, File 
No. 1-3157), + 

Amendment No, 2, 
October 13, 2008. 
International Paper 
Long-Term 
Gompensation 

effective 
to the 

Gompany 
Incentive 

Plan, as 
amended and restated-
February 7, 2005 (incorporated 
by reference to Exhibit 10,4 to 

0B i§% Form of individual non-qualified 
stock option agreement under 
the LTICP (incorporated by 
reference to Exhibit 10,6 to the 
Company's Annual Report on 
Form 10-K for the fiscal year 
ended December 31. 2001, File 
No. 1-3157).+ 

(10.11) Form of individual executive 
continuity award under the 
LTICP (incorporated by 
reference to Exhibit 10.9 to the 
Company's Annual Report on 
Form 1()-K for the fiscal year 
ended Deceriiber 31. 1999, File 
No. 1-3157). + 

(MJ2) Form of Restricted Stock Award 
under the LTICP (incorporated 
by reference to Exhibit 10.17 to 
the Company's Annual Report 
on Form 10-K for the fiscal year 
ended December 31. 2006. File 
No. 1-3157). + 

(|0.1;3) Form of Restricted Stock Unit 
award (cash settied) under the 
Long Term Incentive 
Compensation Plan 
(incorporated by reference to 
Exhibit 10.4a to the Company's 
Quarteriy Report ori Form 10-Q 
for the quarter ended 
September 30. 2008. File No. 1-

-3157). + , 

(10.14) Form of Restricted, Stock Unit̂  
award (stock settled) under the 
Long Term Incentive 
Compensation Plan 
(incorporated by reference to 
Exhibit 10.4b to the Company's 
Quarteriy Report on Form 10-Q 
for the quarter ended 
September 30. 2008. File No, 1-
3157). + 

(10.15) Deferred Gompensation Savings 
Plan (incorporated by reference 
to Exhibit 10.11 to the' 
Company's Annual Report on 
Form 10-K for the fiscal year 
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the Company's Current Report 
on Form 8-K dated October 17, 
2008, File No. 1-3157). + 

(I0i9) Amendment No. 3. effective 
Decembers, 2008. to the 
International Paper Gompany 
Long-Term Incentive 
Gompensation Plan. as 
amended and restated 
February 7. 2005. * + 

lio^ (10,1:7;) 

erided December 31, 2000, File 
No: 1-31i57). + 

Pension Restoration Plan for 
Salaried Employees 
(incorporated by reference to 
Exhibit 10.12 to the Company's 
Annual Report on Form 1(>-K for 
the fiscal year ended 
December 31, 2000, File No, 1-
3157), f 

Unfunded Supplemental 
Retirement Plan for Senior 
Managers, as amended and 
restated effective January 1, 
2008 (incorporated by reference 
to Exhibit 10,21 to the 
Company's Annual Report on 
Form 10-K for the fiscal year 
ended December 31, 2007. File 
No, 1-3157) + 
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(fo: i i ) 

i(i;05#) 

fjt0;20) 

(10:21) 

(10.22) 

(10.23) 

Amendment No, 1 to the 
International Paper Gompany 
Unfunded Supplemental 
Retirement Plan for Senior 
Managers, effective October 13, 
2008 (incorporated by reference 
to Exhibit 10,3 to the Company's 
Current Report on Form 8-K 
dated October 17. 2008. File 
No. 1-3157). + 

Amendment No. 2 to the 
International Paper Gompany 
Unfunded Supplemental 
Retirement Plan for Senior 
Managers, effective October 14, 
2008 (incorporated by reference 
to Exhibit 10.5 to the Company's 
Current Report on Form 8-K 
dated October 17, 2008, File 
No. 1-3157).+ 

Amendmerit 
International 
Unfunded 
Retirement 
Managers, 

No. 3 to the 
Paper Gompany 

Supplemental 
Plan for Senior 

effective 
December 8. 2008. * + 
Restricted Stock and Deferred 
Gompensation Plan for Non-
Employee Directors, effective 
January 1, 2008 (incorporated 
by reference to Exhibit 10.22 to 
the Company's Annual Report 
on Form 10-K for the fiscal year 
ended December 31, 2007, File 
No. 1-3157). + 

Form of Non-Competition 
Agreement, entered into by 
certain Company employees 
(including named executive 
oflicers) who have received 
restricted stock under the 
LTICP. effective January 1. 
2009. * + 

Form of Non-Solicitation 
Agreement entered into by 
certain Company employees 
(including named executive 
officers) who have received 

(10.25) Form of Change of Control 
Agreement—Tier 11, effective 
October 15, 2008 (incorporated 
by reference to Exhibit 10.2 to 
the Company's Current Report 
on Form 8-K dated October 17, 
2008, File No. 1-3157). + 

(10 26) Form of Indemnification 
Agreement for Directors 
(incorporated by reference to 
Exhibit 10.13 to the Company's 
Annua! Report on Form 10-K for 
the fiscal year ended 
December 31, 2003, File No, 1-
3157),+ 

(10.27) Board Policy on Severance 
Agreements with Senior 
Executives (incorporated by 
reference tb Exhibit 10,1 to the 
Company's Current Report on 
Form 8-K filed on October 17. 
2005, File No, 1-3157). + 

(10.28) Board Policy on Change of 
Cbritrol Agreements 
(incorporated by reference to 
Exhibit 10.2 to the Company's 
Current Report on Form 8-K filed 
on October 17. 2005. File No. 1-
3157).+ 

(10.29) Executive Employment 
Agreement between the 
(Company and Paul Herbert, 
effective October 1, 2007 
(incorporated by reference to 
Exhibit 10.31 to the Company's 
Annual Report on Form 10-K for 
the fisca! year ended December 
31,2007. File No. 1-3157).+ 

(10.30) International Paper Gompany 
Industrial Packaging Group 
Special Incentive Plan 
(incorporated by reference to 
Exhibit '10.3 to the Company's 
Quarterly Report on Form 10-Q 
for the quarter ended September 
30. 2008. File No. 1-3157). + 

(10.31) 5-Year Credit Agreement, dated 
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restricted stock under the LTICP 
(incorporated by reference to 
Exhibit 10.5 to the Company's 
Quarteriy Report on Form 10-Q 
for the quarter ended March 3f, 
2006, File No. 1-3157).+ 

(10.24) Form of Change of Control 
Agreement—Tier I, effective 
October 15. 2008 (incorporated 
by reference to Exhibit 10.1 to 
the Company's Current Report 
on Form 8-K/A dated 
January 28. 2009, File No. 1-
3157).'+ 

101 

as of March 31. 2006, among 
the Company, the lenders party 
thereto, Citibank. N.A.. as 
Syndication Agent, Banc of 
America Securities LLG, BNP 
Paribas and Deutsche Bank 
Securities Inc., as 
Documentation Agents, J.P. 
Morgan Securities inc. and 
Gitibarik Global Markets. Inc. as 
Lead Arrangers and Joint 
Bookrunners. and JPMorgan 
Chase Bank, N.A., as 
Administrative Agent 
(incorporated by reference to 
Exhibit 10.2 to the Company's 
Current Report on Form 8-K 
dated April 3. 2006. File No.- 1-
3157). 
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(10:32) Consent dated as of December 
7, 2006 to the 5-year Credit 
Agreement, among the 
Company, the lenders party 
thereto, and JPMorgan Chase 
Bank, N.A., as Administrative 
Agent (incorporated by 
reference to Exhibit 10.35 to the 
Company's Annual Report on 
Form 10-K for the fiscal year 
ended December 31. 2006. File 
No. 1-3157). 

(10.33) Second Amended and Restated 
Credit and Security Agreement, 
dated as of March 13, 2008. 
among Red Bird Receivables, 
LLC, as Borrower, International 
Paper Gompany, as Servicer, 
the Conduits and Liquidity Banks 
fi-om time to time a party thereto, 
The Bank of Tokyo-Mitsubishi, 
Ltd., New York Branch, as 
Gotham Agent JPMorgan 
Chase Bank, N.A., as PARCO 
Agent, BNP Paribas. acting 
through its New York Branch, as-
Starbird Agent, Citicorp North 
America. Inc.. as CAFCO Agent 
and as Adniinistrative Agent 
Certain confidential portions 
have, been omitted and filed 
separately with the. Securities 
and Exchange Gommission 
pursuant to a request for 
confidential treatment 
(incorporated by reference to 
Exhibit 10,4 to the Company's 
Quarteriy Report on Form 10-Q 
for the quarter ended March 31. 
2008. File No. 1-3157). 

(10.34) Receivables Sale and 
Contribution Agreement, dated 
as of March 13. 2008, between 
International Paper Gompany 
and Red Bird Receivables, LLC 
(incorporated by reference to 
Exhibit 10.5 to the Corhpany's 
Quarteriy Report on Form 10-Q 
for the quarter ended March 31, 

(10.36) Debt Commitment Letter by and 
among International Paper 
Gompany and JPMorgan Chase 
Bank. N.A.. Bank of America, 
N.A.. UBS Loan Finance LLC. 
Deutsche Bank AG New York 
Branch, The Royal Bank of 
Scotiand PLC, J.P, Morgan 
Securities Inc. Banc of America 
Securities LLC. Deutsche Bank 
Securities Inc. UBS Securities 
LLC, Deutsche Bank AG 
Cayman Islands Branch and 
RBS Securities Corporation 
d/b/a RBS Greenwich Capital 
dated March 15, 2008 
(incorporated by reference to 
Exhibit 10.2 to the Company's 
Current Report on Form 8-K 
dated March 20, 2008, File No. 
1-3157). 

(10.37) Amendment No. 1, dated May 
27, 2008. to Debt Commitment 
Letter dated March 15, 2008 
(incorporated by reference to 
Exhibit fO.1 to the Company's 
Current Report on Form 8-K 
dated May 27, 2008, File No. 1-
3157). 

(10.38) Waiver, dated April 14, 2008, to 
the Debt Commitment Letter 
dated' March 15, 2008 
(incorporated by reference to 
Exhibit 10.3 to the Company's 
Quarterly Report on Form 10-Q 
for the quarter ended June 30, 
2008, File No,-1-3157) 

(10.39) Credit Agreement, dated as of 
June 16, 2008, by and among 
the Gompany, the Lenders a 
party thereto, the subsidiary 
guarantors party thereto and 
JRMbrgan Chase Barik, N.A. as 
Administrative Agent 
(incorporated by reference to 
Exhibit 10:1 to the Company's 
Current Report on Form 8-K 
dated June 20. 2008. File No. 1-
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2008. File No. 1-3157). 3167). 

(10.35) Amendment No. 1 dated August (10.40) Amendment No. 1, dated July 
29. .2008, to, the Receivables 31. 2008, to the Credit 
Sale and Contribution Agreement dated as of June 16. 
Agreement dated as of March 2008 (incorporated by reference 
13, 2008 (incorporated by to Exhibit 10.2 to the Company's 
reference to Exhibit 10.1 to the Quarteriy Report on Form 10-Q 
Company's Quarteriy Report on for the quarter ended September 
Form 10-Q for the quarter ended 30. 2008, File No. 1-3157). 
September 30. 2008. File No. 1- ^02 
3157). 
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(10.41) 

Wv42; 

if).43; 

(11) 

(12) 

(21): 

EUR500 million 5-year credit 
facility, dated as of August 6. 
2004, among the Gompany, as 
Guarantor, International Paper 
Investments (France) S.A.S., a 
French wholly-owned subsidiary 
of the Gompany. as Borrower, 
BNP Paribas, Barclays Capital, 
and ABN AMRO N.V.. as 
mandated lead arrangers, 
certain financial institutions 
named therein and BNP 
Paribas. as facility agent 
(incorporated by reference to 
Exhibit 10.4 to the Company's 
Annua! Report on Form 10-K for 
the fiscal year ended [December 
31,2004, File No. 1-3157). 

IP Debt Security, dated 
December 7, 2006, issued by 
International Paper Gompany to 
Basswood Forests LLC 
(incorporated by reference to 
Exhibit 4.1 to the Company's 
Current Report on Form 8-K 
dated December 13. 2006. File 
No. 1-3157). 

IP Hickory Note, dated 
December 7, 2006, issued by 
International Paper Gompany to 
Hickory Forests LLG 
(incorporated by reference to 
Exhibit 4.2 to the Company's 
Current Report on Form 8-K 
dated December 13. 2006, File 
No. 1-3157). 

Statement of Computation of Per 
Share Earnings.* 

Computation of Ratio of 
Earnings to Fixed Charges and 
Preferred Stock Dividends.* 

Subsidiaries of 

of Independent 
Public Accounting 

(24) 

List of 
Registrant* 

Consent 
Registered 
Firm.* 
Power of Attorney (contained on 

(32) Gertification pursuant to 18 
U.S.C, Section 1350. as adopted 
pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002.* 

* Filed herewith. 
•i-Management contract or compensatory plan or 

arrangement. 
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the signature page to the 
Company's Annual Repprt on 163 
Form 10-K for the fiscal year 
ended December 31. 2007. File 
No. 1-3157). • 

(31.1) Certification by John V. Faraci, 
Chairman and Chief Executive 
Officer, pursuant to Section 302 
of the Sarbanes-Oxley Act of 
2002.* 

(31,2) Gertification by Tim S, Nicholls. 
Chief Financial Officer, pursuant 
to Section 302 of the Sarbanes-
Oxley Act of 2002.* 
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REPORT O F INDEPENDENT REGISTERED PUBLIC ACCOUNTING.FIRM ON FINANCIAL 
S T A T I M E N T •^C.HEDUii 

To tiie'Sharehplders pf IriterriBtibrialRipif 
Company; 

We have audited the consolidated financial statements of International Paper Gompany and 
subsidiaries (the "Gompany") as of December 31. 2008 and 2007. and for each of the three years in 
the period ended December 31, 2008. and the Company's internal control over financial reporting as 
of December 31. 2008, and have issued our reports thereon dated February 25, 2009 (which report 
on the consolidated financial statements expresses an unqualified opinion and includes an 
explanatory paragraph regarding the Company's adoption of new accounting standards); such 
consolidated financial statements and reports are included elsewhere in this Form 10-K. Our audits 
also included the consolidated financial statement schedule of the Company listed in item 15 (a)(2) 
This consolidated financial statement schedule is the responsibility of the Company's management. 
Our responsibility is to express an, opinion based on our audits.. In our opinion, such consolidated 
financial statement schedule, when considered in, relation to the basic consolidated financial 
statements taken as a whole, presents fairiy, in all material respects, the information set forth 
therein, 

•f-Mutdl :cM-: 

Memphis, Tenriessee 
February l5,2069; 
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SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS 

INTERNATIONAL PAPER COMPANY AND CONSOLIDATED SUBSIDIARIES! 
SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS 
(In millions) 

SCHEDULE 11 

Balance 
at 

Beginning 
of Period 

Additions 
Charged to 

Earnings 

Forthe Year Ended DecembgrJ^. 2008 
Additions Balance 

Charged to Deductions at End 
Other from pf 

Accounts Reserves Period 
Description 
Reserves Applied 

Against Specific 
Assets Shown on 
Balance Sheet; 

Doubfful 
accounts 
-current 

Restructuririg 
resewes 

95 $ 

7 

29 $ 

'120^ 

13(G) $ (16)(a) $ 121 

(3Sf(b) &6 

For the Year Ended December 31,2007 
Balance 

at 
Begirining 
of Period 

Additions 
Charged to 

Earnings 

Additions 
Charged to 

Other 
Accounts 

DbdUctibris 
from 

^RbsferVes 

Balance 
at Erid 

of 
Period 

Descriptibn 
Reserves Applied 

Against Specific 
Assets Shown on 
Balance Sheet. 

Doubtful 
accounts 
- current 

' Restructuring 
reserves 

-8.5? 1#; :i(4);(fi): $: . 95 

(79)(b) 7 

Balance 
at 

Beginriirig 
of Peripd 

Additibris 
Charged to 

E^rriih^s; 

For the Year Ertiied Ifecbrnber 31,2006 
Additions 

Charged to 
Other 

Accounts 

DedUGtioris 
'firom 

;Rfes'erv;es-. 

Balance 
at End 

of 
Period 

Description 
Reserves Applied 

Against Specific 
Assets Shown on 
Balance Sheet: 

Doubtful 
accounts 
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For the fiscal year ended December 31, 2008 P^geJOS of 2:13 

-current $ 94 $ 19 $ - $ (28)(a) $ 85 
Restructuririg 

reserves 33 125 - (102)(b) 56 
(a) Includes write-offs, less recoveries, of accounts determined to be uncollectible and other adjustments 
(b) Includes payments and deductions for reversals of previously established resert/es that were no longer required. 
(c) Allowance for doubtful accounts acquired in the Weyerhaeuser Container, Packaging and Recycling acquisition. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Act of 1934. the Registrant has 
duly caused this report to be signed on its behalf by the undersigned, tiiereunto duly authorized. 

INTERNATIONAL PAPER COMPANY 

February 26,2009 

By; ISl MAURA ABELN SMITH 
Maura Abeln Smith 

Senior Vice President, General Counsel 
and Corporate Secretary 

POWER OF ATTORNEY 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below 
constitutes and appoints Maura Abeln Smith and Sharon R, Ryan as his or her true and lawful 
attorney-in-fact and agent, acting alone, with full power of substitution and resubstitution for him or 
her and in his or her name, place and stead, in any and all,capacities, to sign any or all amendments 
to this annual report on Form 10-K, and to file the same, with all exhibits thereto and other 
documents in connection tiierewith. with the Securities and Exchange Commission, granting unto 
said attorney-in-fact full power and authority, to do and perform each and every act and thing 
requisite or necessary to be done, hereby ratifying arid confirming al! that said attomey-in-fact and 
agent, or his or her substitute or substitutes, may lawfully, do or cause to be done by virtue hereof 

Pursuant to the requirements of the Securities Exchange Act of 1934. this report has been signed 
below by the following persons on behalf of the registrant and in the capacities and on the dates 
indicated; 

Signature Title Date 

/S/ JOHN V. FARACI 
John v. Faraci 

IS/ DAVID J. BRONCZEK 
David J. Bronczek 

/s/ MARTHA F I N N BROOKS 
Martha Finn Brooks 

/s/ LYNN LAVERTY ELSENHANS 
Lynn Laverty Elsenharis 

/s/ SAMIR G. G IBARA 
Samir G. Gibara 

/S/ STACEY J, MOBLEY 
Stacey J. Mobley 

/S/ JOHN L. T O W N S E N D 111 
John L. Townsend III 

fs l JOHN F.TURNER 
John F. Turner 

, /s/ WILL IAM G . W A L T E R 
William G. Walter 

Chairman of the Board. Chief 
Executive Officer and Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

February 26. 2009 

February 26,2009 

Febnjary 26, 2009 

February 26, 2009 

February 26. 2009 

Febn|!aty;26.,2O09 

Fbbrusfry 26,-;2009 

^February 26,,20O9 

::f:Ffbt-i|S|^::'26:f2i0g 
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/S/ ALBERTO: WEISSER: 

/s/ 

/s/ 

/s/ 

AlbeiitpWiisser 

J. STEVEN WHISLER 
J. Steven Whisler 

T I M S. NICHOLLS 
Tim S. Nicholls 

ROBERT J. GRILLET 
Robert J. Grillet 

• iiRibilf 

Director 

Senior Vice President and Ghie| 
Financial Oflicer 

Vice President - Finance and 
Controller 

f06: 

February 26,2009 

February 26:2009 

:|ebru.any:2i2009 

FebrUary€6,;2009! 
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2008 LISTING OF FACILITIES 
(all facilities are owned except noted otherwise) 

PRINTING PAPERS 

Uncoated Papers and Pulp 
y.s . : 

Courtland. Alabama 
Selma, Alabama 

(Riverdale Mill) 

Ontario, California/eased 
(C&D Center) 

Cantonment. Florida 
(Pensacola Mill) 

Springhill. Louisiana 
(C&D Center) 

Sturgis, Michigan 
(C&D Gunter) 

Ticonderoga. New York 
Riegelwood, North Carolina 
Hazleton, Pennsylvania 

(C&D Center) 

Eastover. South Carolina , 
Georgetown. South Caroliria:; 
Sumter. South Carolina 
Franklin. Virginia 

Intemational: ^ * 
Luiz Antonio, Sao Paulo, Brazi! 
Mogi Guacu, Sao Paulo. Brazil 
Saillat. France 
Hyderabad, India leased 

(Sales Office) 
Kwidzyn, Poland 
Svetogorsk. Russia 
Inverurie, Scotland * 
Singapore (2 locations) teSi^ed: 

(Sales Offices) 

INDUSTRIAL PACKAGING 

Containerboard 
U.S.: 

Pine Hill, Alabama 
Prattvilie, Alabama 
Oxnard, California 
Cantonment, Florida 

(Pensacola, Florida) 
Savannah, Georgia 
Cedar Rapids. Iowa 
Henderson, Kentucky 
Campti, Louisiana 
Mansfield. Louisiana 
Pineville. Louisiana 
Vicksburg, Mississippi 

International: 
Tokyo, Japan leased 

(Sales Office) 
Yanzhou City. China 
Aries. France 

(Etienne Mill) 

Veracruz. Mexico 
Kenitra. Morocco 

Corrugated Container 
U.S.: 

Bay Minette. Alabama 
Decatur. Alabama 
Dothan. Alabama leased 
Huntsville. Alabama 
Conway, Arkansas 
Fort Smith, Arkansas 
Jonesboro, Arkansas 
Russellville, Arkansas (2 

locations) 
Tolieson. Arizona 
Yuma. Arizona 
Anaheim. California 
Camarillo. California 
Carson, California 
Compton. California 
Elk'Grove, California 
Exeter, California 
Los Angeles. California teamed; 
Modesto, California (2 locatfons); 
Salinas, California 
Sanger, California 
San Leandro, California/ea'sj^c/ 
Santa Paula, California 
Stockton. California 
Vernon. California 

Golden. Colorado 
Putnam. Connecticut 
Auburndale, Florida 
Jacksonville, Florida I e a s 0 
Lake Wales, Florida 
Plant City. Florida 
Tampa. Florida 
Columbus, Georgia 
Forest Park, Georgia 
Griffin, Georgia 
Lithonia, Georgia 
Savannah, Georgia 
Tucker, Georgia 
Aurora. Illinois 
Bedford Park, Illinois (2.iocations) 

1 leased 

:Appp.rtidix.-i 

Montgomery,. Illinois 
Northlake. Illinois 
Rockford, Illinois 
Butler, Indiana 
Fort Wayne, Indiana 
Hartford City, Indiana 
Indianapolis, Indiana (2 

locations) 
Portland, Indiana leased 
Cedar Rapids, Iowa 
Waterloo, Iowa 
Kansas City, Kansas 
Bowling Green, Kentucky-
Lexington, Kentucl<y 
Louisville, Kentucky 
Walton, Kentucky 
Lafayette Louisiana 
Shreveport, Louisiana 
Springtiill, Louisiana 

Auburn, Maine 
Brownstown, Michigan 
Howell, Michigan 
Kalamazoo, Michigan 
Three Rivers. Michigan 
Arden Hills, Minnesota; 
Austin, Minnesota 
Fridley, Minnesota 
Minneapolis, Minnesota 
St Paul, Minnesota 
White Bear Lake, Minnesota 
Houston, Mississippi leased 
Jacl<son, Mississippi 
Magnolia. Mississippi 
Olive Branch. Mississippi 
Kansas City, Missouri 
Maryland Heights, IVIi^ipuri 
North Kansas City, Missouh; 

leased 
St Joseph. Missouri 
Omaha, Nebraska 
Belimawr, New Jersey 
Barrington, New Jersey 
Rochester. New York 
Charlotte, North Carolina 

(2 locations) 1 leased 
Lumberton, North Carolina 
Newton. North Carolina-
Statesviile. North Carplirta 
Byesville. Ohio 
Delaware, Ohio 
Eaton. Ohio 
Mt, Vernon, Ohio 
Newark. Ohio 
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Valiant, Oklahoma Belleville, Illinois Solon. Ohio 
Springfield, Oregon Chicago, Illinois (2 locations) Wooster. Ohio 
Albany, Oregon Des Plaines, Illinois Oklahoma City, Oklahoma 

Lincoln, Illinois Beaverton, Oregon 
* 0 n February 17. 2009 the Company announced the closure of this mill. 
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Salem, Oregon 
Eighty-four, Pennsylvania 
Lancaster, Pennsylvania 
Mount Carmel. Pennsylvania 
Georgetown. South Carolina 
Laurens, South Carolina 

Spartanburg. South Carolina 
Cleveland. South Carolina 
Lavergne, Tennessee teased 
Morristown, Tennessee 
Murfreesboro, Tennessee 
Amarillo, Texas 
Dallas, Texas 
Edinburg, Texas (2 locations) 
El Paso, Texas 
Ft Worth, Texas leased 
Grand Prairie, Texas 
Hidalgo. Texas 
McAllen, Texas 
San Antonio, Texas 

Sealy, Texas 
Chesapeake. Virginia 
Lynchliurg, Virginia vl;^ 
Richmond. Virginia -
Bellevue, Washington 
Moses Lal<e. Washington 
Olympia. Washington 
Yakima, Washington 
Cedarburg, Wisconsin 
Fond du Lac. VVisconsin 
Manitowoc. Wisconsin 

Intemational: 
Tillsonburg. Ontario'. Canada 

leased 
Las Patmas. Canary Islands 
Tenerife. Canary Islands 
Rancagua, Chile 

Beijing, China 

Chengdu,China 
Chongqing, China 
Dalian, China 
Dongguan, China 
Guangzhou, China 
Shanghai, China 
Shenyang. China 
Tianjin. China 
Wuxi. China 
Aries, France" 
Chaion-suf-Saone. France: 

Ja'urez-, WeiaoQ--l&eisecl' 
Villa t^ii^iasRbrheK): 

MexieP 
Puebia, Mexico leased 
Agadir, Morocco 

(2 locations) 1 leased 
Casablanca, Morocco 
Kenitra, Morocco 
Monterrey, Nuevo Leon 

leased 
Alcala, Spain leased 
Almeria, Spain 
Barcelona. Spain 
Bilbao. Spain 
Gandia, Spain 
Valladolid. Spain 
Bangkok, Thailand 

iRecycling 
U.S.: 

Phoenix, Arizona 
Fremont California 
Nonwalk, California 
West Sacramento, 

California 
Deriver, Colorado 
Itasca, Illinois 
Des Moines. Iowa 
Wichita. Kansas 
Baltimore. Maryland 
New Brighton, Minnesota 
Omaha. Nebraska 
Charlotte. North Carolina 
Beaverton. Oregon 
Eugene. Oregon 
Memphis. Tennessee 
Carrollton. Texas 

Salt Lake City. Utah 
Richmond, Virginia 
Kent. Washington 

Intemational: 
Veracruz, Mexico (2 

locations) 

Bags 
U.S.: 

Buena Park, California 
Beaverton, Oregon 
Grand Prairie, Texas 

CONSUMER PACKAGING 

Coated Paperboard 

Ontario..California leased-

Appendix I 
Prosperity. South Carolina 

Texarkana. Texas 
Frarikliri, Virginia 

Foodservice 
U.S.: 

Visalia, California 

Shelbyville. Illinois 
Kenton, Ohio 

Intemational: 
Shanghai, China 
Bogota. Columtjia 
Cheshire. England leased 
D.H. Ashrat, Israel 
Mexico City, Mexico teased 

(Sales Office) 

Shorewood Packaging 
U.S.: 

Indianapolis. Indiana 
Louisville, Kentucky 

Caristadt, New Jersey teased: 
West Deptford, New JeVsey 
Hendersonvilie, North 'Carolina 
Weaverville, North Carolina:: 
Spnngfield, Oregon 
Danville, Virginia 
Newport News, Virginia 
Roanoke, Virginia 

Intemational: 
Smith Falls, Ontario, Canada 
Toronto, Ontario, Canada 
Guangzhou, China 
Kunshan, China 

Aguascalientes, Mexico 
Torun, Poland 
Sacheon, South Korea 
Ebbw Vale, Wales, United 

Kingdom 

DiSTRIEItpiGJN 

xpedx 
U.S.: 

Stores Group 
Chicago, Illinois 
123 locations nationwide 

115 leased 
South Central Region 

Greensboro.- North Carblina 
39 branches in the 

Southeast'and 
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Creil, France (C&D Center) Mid-west States 
LePuy. France Augusta. Georgia 28 leased 
Mortagne. France Springhill. Louisiana West Region 
Guadeloupe, FrenchVVegtl.ndies (C&DCenter) Denver. Colorado 
Bellusco, Italy Sturgis. Michigan 32-branches in the Rocky 
Catania. Italy (C&D Center) Mountain. Northwest and 
Pomezia. Italy Greensbona, Nortii Carolina Pacific States 
San Felice, Italy Riegelwood, North Carolina 19 leased 
Silao.-Mexico Hazleton. Pennsylvania 
Ixtaczoquitlan, Mexico (C&DCenter) 

A-2 
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North Central Region 
Hartford. Connecticut ; 
34 branches in New England. 

Upper Mid-west and Middle ' , 
Atlantic States 

27 leased 
National Group 

Loveland. Ohio 
9 locations in Georgia, Kansas, ; 

Ohio, New York, Illinois and ? 
Missouri : 

all leased 
International: 

Canada (3 locations) 
all leased 

Mexico (20 lOGatibh?); 
ait leased 

IP Asia 
International: 

China (8 locations) 
Malaysia 
Taiwan 
Thailand 
Vietnam ; 

FOREST PRODUCTS 

Forest Resources 
U.S.: 

Approximately 200,OOd:aGres-:in 
the South and North 

International: 
Approximately 250, GGO; acres-ih 

Brazil 
Wood Products 

..:U.^: 
•Frankiin, Virgin ia 

SPECIALTY BUSINESSES AND 
OTHER . -;-

IP Mineral Resources 
Houston, Texas leased 

(Sales Office) 

A-3 
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2008 CAPACITY INFORMATION 
CONTINUING OPERATIONS 

Apperidixjl 

(in thousands of short tons) 
Printing Papers 
Uncoated Freesheet 
Bristols 

U.S. Europe 

Americas. 
other 

than U.S. Asia. 

2,950 
240 

1,355 882 

Forest Resources 
We own. manage or have an interest in approximately 1.0 million acres of 
forestlands worldwide. These forestlands and associated acres are located 
in the fbllowing regions: 
South 
North 

Total 

5,197 
240 

Uncoated Papers and Bristols 
Dried Pulp 
Newsprint 

Total Printing Papers 
Industrial Packaging 
Containerboard 
Consumer Packaging 
Coated Paperboard 

Total Packaging 

3.190 
1,055 

4,245 

11.092 

1,902 
12,994 

1.365 
3 i7 
125 

1,807 

270 

333 
603 

882 

882 

24 

. • • • : ; . 2 4 ' ; . 

""' 

-

SfS 
915 

5.437 
1,372 

125 
6,934 

11,386 

; Sfiiso 
141536 

(M Acre^) 
220 

6 
TbtalUS. 

Brazil 
226 
250 

Total 
We have harvesting rights in' 
Russia, 

476 

516 
Total 892 

A-4 
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EX-10.5.2 dexl05.htm AMENDMENT NO. 1 TO THE 2008 MANAOBMBNT INCENTTVE PLAN 
EXHIBIT 10.5 

AMENDMENT NO. 1 
INTERNATIONAL PAPER COMPANY 

2008 MANAGEIVIENT INCENTIVE PLAN 

This Amendment to the Intemational Paper Company Management Incentive Plan (the "MIP") is hereby 
amended effective the 8* day of December 2008. The MIP shall be amended as follows: 

1; By deleting Section IX ihltSentir^;;ariaiih^erting:thefbl!^^ 

"A. Type of Payment 

MIP awards are paid in cash unless deferred by the Participant. The Committee may. in its sole discretion, 
authorize payment of all pr a portion of,eamed MIP awards to all or certain groups of participants under the 
Company's Long-Term Incentive Compensation Plan. 

B. Time of Payment 

Awards may be paid in up to two equal installments, as determined by the Committee Each such installment 
shall be deemed to be a separate payment for purposes of Section 409A of the Internal Revenue Code and 
Treas. Reg. §1.409A-2(b)(2)(iii), In tlie event an award is paid in one installment, it shall be made no later than 
March 15, 2009, In the event an award is paid in more than one installment, the first such payment shall be made 
no later than March 15. 2009 and the second such payment shall be made no later than December 31. 2009, In 
no event shaltan award or any portion thereof be paid in 2008, 

e. Paymentl» Beheficilirles 

tf a Participant dies prior to receipt of an approved award under the Plan, the award will be paid in a lump sum 
to the Participant's estate. 

D. Deferral of Payment 

Any Participant who has a position level of 18 or higher who has elected to participate in the Company's 
Defened Compensation Savings Plan ("DCSP"') may elect to defer payment, not to exceed 85%. of any award 
under this Plan by filing an irrevocable Election to Defer Payment-under the DCSP by the last business day in 
December of the year prior to the year in which such award would be eamed. Awards or portions elected to be 
deferred will be credited with investment earnings or losses in accprdance with provisions of. and the Participant's 
elections under, the DCSP. MIP awards that are deferred will be paid in accordance with the payment terms of 
the DCSP." 
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EX-10;9 3 dexl09.htm AMENBMENXH©: 3 TG THE LONi-f ERMlN©ENf fV;B 
COMPENSATION PLAN 

EXHISITIO.9 

AMENDMENT NO. 3 
INTERNATIONALPAPER COMPANY 

LONG-TERM INCENTIVE COMPENSATION PLAN 

This, Amendment to the International PaperCompany Long-Term Incenfive Compensation Plan, as amended 
ahd restated February 7, 2005 (the "Plan") is hereby amended effective the 8*' day of December 2008. The Plan 
shall be amended as follows: 

1. By adding the following new Section 19 and renumbering accordirigly: 

"19, GRANT OF STOCK OR OTHER STOCK-BASED AWARDS The Committee is authorized, subject to 
limitations under applicable iaw, to grant to participants such other awards that are payable in, valued in whole 
or in part by reference to, or otherwise based on or related to Shares, as deemed by the Committee to be 
consistent with the purposes of the Plan, including without limitation Shares awarded purely as a "bdrius" and 
not subject to any restnctions or condifions, convertible or exchangeable debt securities, other rights 
convertible or exchangeable into Shares, and awards valued by reference to book value of Shares or the 
value of securities of or the performance of specified parents or subsidiaries. The Committee shall determine 
the>terms and conditions of such Awards." 
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EX-10.20 4 dcxl020.htm AMENDMENT NO. 3 TO THE UNFUNDED SUPPLEMENTAL 
RETIREMENT PLAN FOR SENIOR MANAGERS 

EXHIBIT 10.20 

AMENDMENT NO. 3 
INTERNATIONAL PAPER COMPANY 

UNFUNDED SUPPLEMENTAL RETIREMENT PLAN 
FOR SENIOR MANAGERS 

The International.Paper Company Unfunded Supplemental Retirement Plan for Senior Managers, as amended 
and restated January 1, 2008 (the "SERP"). is hereby amended effective the 'S"' day of December 2008, with 
respect to terminations of employment occurring on or after such date, as follows: 

1. By deleting Section 6(A) in its entirety and inserting the following language in lieu thereof: 

"6. Form of Benefit Payment. 

(A) Payment Form. The form of payment of the Supplemental Benefit is a lump sum payment. Payment ofthe 
Supplemental Benefit to an Eligible Employee shall be made on the later of the Eligible Errijfjloyee'S 
Retirement Date or the date six months following the Eligible Employee's separation from; ;seryiGe- (the 
"Normal Payment Date")" 
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EX-10.22 5 dexl022.htnT FORM OF NON-COMPBTfFlON AGREEMENT 
EXHIBIT 10:22 

NON-COMPETITION AGREEMENT 

THIS NON-COMPETITION AGREEMENT (the "Non-Competition Agreement"), effective as of January 1. 
2009. is entered into by and between International Paper Company, a New York corporafion (together with its 
subsidiaries and affiliates, "International Paper"), and the undersigned employee of International Paper to protect 
the valuable competifive informafion and business relationships of International Paper. 

1. Acknowledgements. 

I acknowledge and:'agree that 

a. In the course and scope of my employment with International Paper. I have developed or wili develop 
unique relationships with customers and suppliers of Intemational Paper; 

b. As a key employee of International Paper. I perform unique and valuable services to International Paper of 
an intellectual character and that my services will be difficult for International Paper to replace; 

c. International Paper has provided or-will provide me with unique knovyledge and training about its 
Confidential Information. Confidential Information, as used in this Non-Competition Agreement includes, but is 
not limited to. any information possessed or owned by International Paper which is not generally known to the 
public, especially if such informafion gives Internafional Paper a connpetifive advantage or its disclosure would 
harm Internatibnal Paper. It includes, but is not limited to. trade secrets, proprietary infomiation and all other 
information, documents or materials, owned, developed pr possessed by Internafional Paper or any employee or 
consultant of Internafional Paper, wheWier tangible or intangible, relafing in any way to International Paper's 
business and operafions. research and development customers, prospective customers, business plans, 
business relationships, products or processes, costs or profit informafion or data from which that infonnation could 
be derived, human resources (including intemal evaluafions of the performance, capability and potential of any 
International Paper employee), business methods, databases and computer programs; 

d. The business of International Paper and its customers is worldwide in scope, that internafional Paper's 
coinpetitors and customers are located throughout-the worid. that Intemational Paper's strategic planning and 
research and development activifies have application throughout the world and are for the benefit of International 
Paper's business and customers throughout the worid, that unauthorized use or disclosure of Confidential 
Information or prohibited competition will irreparably injure Internafional Paper, that this restriction is reasonably 
necessary for the protection of International Paper's legifimate business interests; and. 

e. 1 am entering into this Non-Compefifion Agreement in conjunction with my participation in the International 
Paper Perfonnance Share Plan and that this provides adequate and significant considerafion for my willingness to 
enter into this Non-Compefition Agreement. 

2. Ntin-Cdmpete ProviSiohs. 

a. For the purpose of this Non-Competition Agreement Competitive Activities are: 

i. producing, developing, selling or markefing.-orassisfing others to produce, develop, sell or market; 

ii. engaging in any sates, 'marketing, research ahd development or managerial dufies (including, without 
limitafion, financial, human resources, strategic planning, or operational duties), whether as an 
employee, consultant or otherwise, for any enfity which produces, develops, sells or markets; 

iii, owning, managing, operafing. controlling or consulfing for any entity which produces, develops, sells 
or markets; or 

• 1 : ^ -
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iv. soliciting the business of any person, company; firm, or corporation who is or was a customer of 
International Paper or active prospective customers of Interriational Paper withiri twelve (12) mbnths 
prior to the termination of my enriployment;;for 

any product process, or sen/ice that is competitive with those products, processes, or sen/ices of International 
Paper, whether exisfing or contemplated for the future, concerning which I have in any manner acquired 
knowledge, trade secrets or confidenfial information during the twenty-four (24) months preceding termination of 
my employment. 

b. While an employee of Internafional Paper, I agree not to engage in any Competifive Activities or prepare to 
engage in any Competifive Activities in any manner, either directiy or indirectly, whether for compensation or 
othenwise, with International Paper, or to assist any other person or enfity to compete or to prepare to compete 
with Internafional Paper, 

c. I agree that for twelve (12) months after the date of-terminafion by either party of the employment for any 
reason (the "Non-Compete Period"), I shall not directly or indirectly, commit participate in or facilitate any of the 
Competifive Activities for any entity that is competifive with International Paper, 

d. I shall not assist others in engaging in activifies that I am not permitted to undertake. 

3. Confidentiality. 

1 agree that at all fimes. both during and after my employment with International Paper, I shall not directly or 
indirectly use or disclose any Confidenfial Information to any third person or enfity outside International Paper. 
except (i) as may be necessary in the good'faith perfonnance of my duties for International Paper and only in 
compliance with Internafional Paper's policies for making such use or disclosure, or (ii) as I am required to 
disclose under any applicable laws, regulafions or directives of a governmental entity having jurisdiction in the 
matter or under subpoena or other process of law, provided that I shall prompfiy nofify the Company in wrifing of 
any such requests for disclosure. 

:4Ve^nirnpn:;Law;'Siufieiss. • ' " '' ; 

I acknowledge and agree that I owe fiduciary and common law dufies to International Paper, in addifion to the 
covenants set forth above, prohibifing the misuse or disclosure of trade secrets or confidential-iriforrhafiPh and the 
unlawful interference with Internafional Paper's-business, customer relationships and corporate opportunities, 

5. Duty to Show Non-Competition Agreement to Prospective Employers. 

During my employment with Internafional Paper and for twelve (12) months thereafter, 1 shall, pnor to 
accepfing other employment, provide a copy'of this Non-Competition Agreement to any recruiter who assists me 
in locating employment other than with International Paper .and to any prospective employer with which I discuss 
potenfial employment 

6. At-Will Employment. 

I acknowledge and agree that my employment with International Paper is at-will and that both the Company 
and I retain the right to terminate the employihent relationship at any fime and for any reason, with or without prior 
nofice. Nothing in this Non-Competifion Agreement shall be construed to be a guarantee or promise of future 
employment of any duration. 

7. Termination of Non-Competition Agreement, 

This Noh-Cohipefifion Agreement shall not be tenninated prior to the expiration of'the Non-Compete Period 
;exGept!l3iy th^ hiutual, written agreement of the parties in accordance with the requirements of Paragraph 10. 
below. ;' 

http://www.sefcgov/ArGhiv6s/edgar/data/5:i434/00011#^ 2/118/2010 

http://www.sefcgov/ArGhiv6s/edgar/data/5:i434/00011%23%5e


.Fprm .̂afNon^Gbiapetiti0n Agreement :;PSigfe-3bf5 

.s> .̂SP!i-̂ !̂9M^AP'.X,& (̂Sr-̂ ^K...X Zi. M i/>Lff:&Ai««^M,ai^>-».'*«.53&3i£2X3:Ss:^.i!2^ T^-L-^^aH^SSJ^ZX.i^lSlililSS^S.^".. * t;ii.^m^ ^„-^SStSSS^tiSJ .™"-*/ .̂ .̂  "SatiK^ 

8. Survival. 

The obligations contained in Paragraphs 2 and 3 shall survive the termination of this Non-Compefition 
Agreement. In addifion. the terminafion of this Noh-Compefifion Agreement shall not affect any of the rights or 
obligafions of either party arising prior to or at the time of termination of this Non-Compefifion Agreement, or 
which may arise by any event causing the terminafion of this Non-Compefition Agreement 

9. Waiver of Rights. 

If on one or more instances either party fails to insist that the other party perform any of the tenns of this Non-
Competifion Agreement such failure shall not be construed as a waiver by such party of any past, present, or 
future right granted under this Non-Competifion Agreement; and the obligafions of both parties under this Non-
Competition Agreement shall confinue in full force and effect. Intemational Paper's waiver, for whatever reason, of 
the terms of a non-competition agreement between Intemational Paper and any other employee shall not operate 
as a waiver or release of my obligafions under tiiis Non-Compefifion Agreement and may not be used as 
evidence of International Paper's intent to waive any of the terms of this Non-Competifion Agreement 

10. Modification. 

fhis Non-Competifion Agreement or any provision of it cannot be modified.-abrogated or waived except in a 
written document signed by the Senior Vice President Human Resources, of Internafional Paperand the-General 
Counsel or.,in the event of the absence of either of these executives or the vacancy of either of these positions, 
such other officer of Internafional Paper asits Chief Executive Officer-shall designate in writing. 

11. Remedies. 

I acknowledge and agree that compliance with Paragraphs 2 and 3 of this Non-Cdmpetifion Agreement is 
necessary to protect the business and goodwill of Internafional Paper; and that a breach of Paragraphs 2 or 3 will 
irreparably and confinually damage International Paper, for which money damages may not be adequate. 

a. I agree that m the event that I breach or threaten to breach any of these covenants. International Paper 
shall be entitied to (i) a preliminary or permanent injunction in order to prevent the continuation of such harm; 
(ii) money damages insofar as they can be determined; and (iii) any other damages or equitable remedies 
permitted by applicable law. Nothing in fiiis Non-Competifion Agreement however, shall be construed to prohibit 
Internafional Paper from also pursuing any other remedy, the parties having agreed Uiat all remedies shall be 
cumulafive. 

b. In addition to any money damages for the period of fime during which 1 violate these covenants. 
International Papershall be entitied also to recover the amount ofany fees, compensation, or other remuneration 
earned by me as a result of any such breach, as well as recovery of the consideration provided to me for entering 
into this Non-Competifion Agreement 

12. Extension of Non-Compete Period. 

I acknowledge and agree that in addition to the remedies Internafional Paper may seek and obtain pursuant to 
Paragraph 11, the Non-Compete Period will be extended by any and ail periods in which i am found to have been 
in violation of the covenants contained in Paragraph 2 of this Non-Competifion Agreement 

13. Attorney's Fees. 

In the event of any dispute or controversy arising under this Non-Competition Agreement, the prevailing party 
in any litigation or arbitration shall be entitied to recover from the other party the costs and expenses, including 
attorney's fees, incurred by the prevailing party related solely to the dispute or controversy. 

14. No Defense. 

A claim by rtie ^a\rM-\tWma/s!ima\i^at^ 
of the restricfive cbvenahts of this ISloĥ Competifibri'Agreertient 
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iS^Severabilityi 

1 acknowledge and agree that the parties have attempted to limit my right to compete only to the extent 
necessary to protect International Paper from unfair competition and protect the legitimate interests of 
International Paper If any provision or clause of this Non-Competition Agreement, or portion thereof, shall be held 
by any court of competent jurisdiction to be illegal, void or unenforceable in such jurisdiction, the remainder of 
such provisions shall not thereby be affected and shall be given full effect, without regard to the invalid portion. It 
is the intention of the parties and I agree, that if any court construes any provision or clause of this Non-
Competition Agreement, or any portion thereof, to be illegal, void or unenforceable because of the duration of 
such provision or fiie area or matter covered thereby, such court shall reduce the duration, area or rhatter of such 
provision and, in its-reduced form, such provision shall then be enforceable and shall be enforced. 

16. Governing Law/Jurisdiction. 

This Non-Competition Agreement shall be subject to and governed by the laws of the State of Tennessee, 
without regard to its laws or regulations relafing to conflict of laws. I hereby consent to the jurisdiction of. and 
agree that any claim arising out of or relafing to this Non-Competition Agreement shall be brought in any federal 
court or any state court of Tennessee that has jurisdiction over such matters. 

17. Assighment. 

This Non-Competifion Agreement and any rights hereunder may be assigned by International Paperaridif so 
assigned shall operate to protect the Confidential Information and relationships of International Paper as Well as 
such information and relationships of the assignee. 

18. Applicability. 

This Non-Competition Agreement shall be binding upon and shall inure to the benefit of the parties and their 
successors, assigns, executors, administrators and persona! representatives. 

19. Notice, 

Any notice to be given to me shall be sent by registered mail, certified mail, or any other method by wbich 
receipt can be confirmed. Ariy notice tobe given to Intemational Paper shall be sent by registered nhail, certified 
mail or any other method by which receipt can be confirmed. 

If to Internafional Paper: 

International Paper Company 
6410 Poplar Avenue 
Memphis. TN 38197 
Attn: Chief .Counsel. Human Resources 

If to Employee:-the address shown at the end of this Non-Competition Agreement, 

Either party must provide notice of a change of address to vvhich notices are to be sent by so notifying the 
other party in writing as set forth in this Non-Compefition Agreement, If mailed as pro\fided in this Non-
Competition Agreement, notice shall have been deemed to be given'as of the date ofmailing, 

20. Headings. 

The headings have been inserted for ebnveriience only and are not to bp considei-ed when construing the 
provisions of this Npri-Conipetition Agreement 

21. Opportunity to Review. 

I acknowledge and agree that International Paper is advising me that I should consult with afi independent 
attorney before signing this Non-Competition Agreement 
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22. Complete UndensUindIng; Prior Agreements. 

This Non-Competifion Agreement constitutes the complete understanding between the parties regarding this 
subject This Non-Competition Agreement cancels and supersedes any previous agreement on this subject 
signed by me and International Paper prior to January 1. 2009, I acknowledge,and agree that notwithstanding the 
foregoing; this Non-Compefition Agreement does not cancel or supersede any representations or agreements 
made by me to Intemational Paper in any (i) Non-Solicitation Agreement; (ii) Employee Agreement Concerning 
Inventions. Intellectual Property. Confidenfial Information and Conflict of interest; and/or (iii) Assignment of 
Invention and of Letters Patent agreement(s). 

IN WITNESS WHEREOF, the parties: hî ve executed thiSyNon-̂ Cpmpefifion Agreement effective asof th 
first set forth above. 

Ernplbye&iSig'hatijre 
-;priritia-:Narfi@';' 
' Addi-ess; 

.|.NTeRNAl(SNAtypAPii<|(g^ 

By; - . ____. 'By: 
Name:, Maura A.3$hiith. Name: Jerome N. Carter 
Titie: SenibrVibe:PMident^eneraieburt§eliarid Title: Senior Vice President, HumaniResourceS 

Corporate Seereta^ and Communications 

5, 
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EX-ll 6 dcxl l.hhn STATEMENT OF COMPUTAlIONAlBli SHARE EARNMOS 
Exhibit 11 

INTERNATIONAL PAPER COliPANY 
STATEMENT OF C G M P U T A T I ^ W W PER SHA^ 

In millions except per sham amoums 

Earnings (loss) from continuing operafions 
Discontinued operations 

2008 2007 2006; 
$(1,269) SI,215 $1,282 

(13) (47) ,(232) 
Net earnings (loss) 
Effect of dilutive securities(=> 

(1,282) 1.16 8 1;050 
13: 

Net earnings (loss) - assuming dilution $(1,282) $1.168 :$1;Q63: 
Average common shares outstanding 
Effect of dilutive securitiesf,̂ '̂  

Restricted performance share plan 
Stock options""' 
Contingently convertible debt 

421.0 428.9 

3,'7-
0.4 

476,1 

0:2 
9.4; 

Average common shares outstanding -assuming dilution 421.0 433,0 488.7 
Earnings (loss) per common share from continuing operations 
Discontinued operations 

$ (3.02) 
(0.03) 

S2.83 
(0-11) 

;$ 2-69. 
(Q.48:) 

Net earnings (loss) per common share $ (3.05) $2.72 $ 2 21 
Earnings (loss) per commbn share from continuing operations 

dilution 
Discontinued operations 

assuming 
(3.02) $2.81 $ 2 65 

Netearnings (loss) per common share - assuming dilution $ (3.05) $2.70 $ 2.18 
(a) SecurrtiBS are not included tn the lable in penods ntfhen antidilutive 
m Options to piirdtaso 25.1 mitlion. 17 5 millipn and 30 1 million stiaras forttta years entSBd DecemPorSl. 2008. 2007 and 2006. respectitnsty, wer& 

not included in the computation-ol dHuteii commori shares ou/s/anrf/ng. because their exerche pnce^exceeded the average market pnce of the 
Company's common stock for eat^i respective retorting dat0. 
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EX-12 7 dexl2.htm COMPDTATION OF RATIO OF EARNINGS TO FIXE® GliARGES AND 
PREFERRED STOCK Or^DENDS; 

EXHIBIT 12 

INTERNATIONAL PAPER COMPANY 
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
PREFERRED STOCK DIVIDENDS 
(Dollar arhounts.in millions) 
(Unaudited) 

..... . ,. TITLE 2004 fOOS Z<m .mS7- TfjOS 
A) Eamings (liass) before income taxes, minority 

interesf. extraordinar/ items and accounting 
changes $ 376,0 $ 286.0 $3,188,0 $1,654.0 $(4353;;b)<^' 

B) Minority interest expense, net of taxes (24.0) (9.0) (17.0) (24,0) (3;0) 
C) Fixed charges excluding capitalized interest 859,7 752,0 724.5 552,8 648.2 
D) Amortization of previously capitalized interest 40.3 39.2 34.8 27 2 3iD:b 
E) Equity in undistributed earnings of affiliate's (13.4) 9.7 (58) (10 7) -fh) 
F) Distributed income of equity investees [jm^ ;;;2l n zz ....'73:0; 
G) Earnings (loss) before income taxes, 

extraordinary items, accounting changes 
and fixed charges $1.238.6 $1,077.9 $3,924.5 $2.199 3 $ (404.8) 

Fixed Charges 
H) Interest and amortization of debt expense $ 
I) Interest factor attributable to rentals 
J) Preferred dividends of subsidiaries 
K) Capitalized interest 
L) Total fixed charges $ 8 6 9 . 4 $ 765,7 $ 745.2 $ 582.7 $ 67S.7 
M) Ratio of earnings to fixed charges 1.42 1̂ 41 5.27 3..77 ,, ,. 
N) Deficiency in earnings necessary to cover 

fixed charges $(1,080.5) 

(1) Beginning tn 2008. earnings from continuing operations are reported before equity earnings, Thereforo.' equity oamings will no longer be adjusted outi 
af the totat lit line B 

Note: Dtvtdertds on International Papefs^preferred stotdt are insignirtcant As aresult, for all periods presented, tho ratios of earnings to fixed cftarges-
and preferred sttxMdividorids are the same as the ratios of earnings'to fixed charges. 

80.3 
63.9 
15.5 
9.7 

$ 680.8 
61.2 
10,0 
13,7 

S 651,4 
60.2 
12.9 
20.7 

$ 487.0 
55.4 
10.4 
29;9 

5 572^5 
65:8 
S.9 

27.5 

hltp://www.scc.gov/Archives/edgar/data/51434/000119312509038657/dex 12.htm 2 / f 8 y | f tO^ 

http://www.scc.gov/Archives/edgar/data/51434/000119312509038657/dex


;|^!StGf;Subsidiaries; . ....."..';,;...;. ,:,.-;-̂  -.:; • Page.I,of.1 

EX-21-.8. dex2l.htm L l S f ' O F ^ S l B l B l A R l M 
EXHIBIT 21 

INTERNATIONAL PAPER G O M P A N Y 
SUBSIDIARIES AS OF DEiiEMBEiR | l , 2008 

The following table lists the names ofcertain subsidiaries of International Paper Compariy: The table ornits riaines 
ofcertain subsidiaries since the omitted subsidiaries, considered in the aggregate as a single; subsidiary, wdutd; 
not constitute a significarit subsidiary as of December-31, 2008. 

":. - ...'.Stete.'or 
. jitrisdictlon of 

U.S. Subs id i a r i es . „.-; .. . : . . ..„„.. . .in^egrporation 
IP Pacific Timberlands. Inc, (Including subsidiaries) ; ; - r Delaware 
Shorewood Packaging Corporation (Including subsidiaries) I3elaw'are 
The Branigar Organization. Inc, (Including subsidiaries) lllihois 

Npn^U.S. Stib^idiarieis . -- - . . , . . - „ , ' , . . . . . . . 
Internatibrial Paper do Brasil Ltda. (Including subsidiaries) Brazil 
internatibrial-Paper Investments (France) S.A.S. (Including subsidiaries) France 
IriternatiOrial Paper Investments (Luxembourg) S.ar.l (Including subsidiaries) Luxembourg 
IP Sirigapore Holding Pte. Ltd. (Including subsidiaries) - " ' . Singaporb 
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FX-23^^9-'dex23.htn CONSENT 0F-.iNDEPENDENT-;REGlSTEREe;.PlIB;LIG^ 
EXHIBIT 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Registration' Statement No. 333-132259 on Form S-3 and 
Registration Statements No. 033-61335, 333-01667. 333-75235, 333-37390. 333-85830. 333-85828. 333-85826. 
333-85824, 333-85822. 333.-85818. 333-85820. 333-108046. 333-120293. 333-129011. 333-145459, 333-154522 
and 333-154523 on Form S-8 of our reports dated February 25, 2009, relating to the consolidated financial 
statements (which report expresses an unqualified opinion and iridudes an explanatory paragraph relating to 
International Paper Company's adoption of nevv accounting stahdards) and financial statement schedule of 
Internafional Paper Company, and the effectiveness of International Paper Company's internal control over 
financial reporting, appearing in this Annual Report on Form 10-K of Intemational Paper Company for the year 
ended Demmber 31,2008. 

Memphis. Tennessee 
February 25. 2009 
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EX-31.1 10 dex3I I.htm CERTIFICATION BY JOHN V. FARACI, CHAIRMAN ANiS CHIEF 
I-:XECUTIVE OFFICER 

Exhibit 31.1 

CERTIFICATION 

I, John V. Faraci, certify that 

1. I have reviewed this annual report on Form 10-K of Internatipnal Paper Company; 

2. Based on my knowledge, this report does.not contain any untrue statement of a.material fact or omit to state 
a material fact necessary to make the statements made. Jn light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by.this'report; 

3. Based on my knowledge, the financial statements, and other financial informafion included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant 
as ot and for. the periods presented in this report; 

4. The regisfi-ants other certifying. O.fficer and I are: resporisibfe for restabiishing arid maintainirig disclosure 
controls and procedures (as defined iri Exehange Acfl^ules 13a-15(e) and 15d-15(e)) and internal control 
over financial reporting (as defiried in Exchange; Act Rules; 13a-f§(^ and 1:5d-15(fl;) for-ttte registi^nt-and 
have: 

a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that rnaterial information relating to the registrant 

; includirig its consolidated subsidiaries,, is made knowri to, us by others within those entities, particularly 
; during the period in which this report is being prepared; 

,&) Designed such interrial conti-ol over financial reporting, or caused such internal control over financiai 
reporting to be designed under our supervision, to provicie reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

c) Evaluated the effecfiveness of the registrant's disclosure controls and procedures, and presented in this 
report our coriclusions about the effectiveness of the-disclosure controls and procedures, as of the end 
of the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrants internal control over financial reporting that 
occurred during the registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the 

' case of an annual report) that has. m,aterially affected, or is reasonably likely to materially affect the 
registrants intemal control over financial.reporting; and 

5. The registrants other certifying officer and 1 have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrants auditors and the audit commiti;ee of registrants board of 
directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses ;iri!|he design or p of iriterrial eoritroNoybr 
financial reporting which are reasonatily likely ;tb adyersejy afeef the-: rbgisfi-ants ability to r ^ r d , 
process, summarize and report financial irifbfmatioh; arid; 

b) Any fraud, whether or not material, that involves riiahagehierit Orbther ernployees who have a significant 
role in the registrants intemal coritrol over finarieiaf reporting; 

Date: February 26, 2009 

Isl JOHN V. FARACI 

John V. Faraci 
Chairman and Chief Executive Officer 
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.;EX-31..2: 1.1 dcx3f .2.hte'CERTIFICAB0N'St'llM- S..NiCl»LSvGfflEF-FINANCIAL^OFF|pR 
:;Mhifait3t,2 

CERTlFieATION 

• l.'Tini;-'S: NielTbl!s,;certi|y4^ '••-'•v' , . . • . ' • - ' -

1. I; have revievited thi^-aririuarrepbrt^brisFbritirlQ*!*;*^ 

2. Based on my kriowledge; fiiis reROrt|dbesi-riptcpritaih ariy;iirifw statemerit0^ 9' material factor omitvto;state 
a material fact riecessary tp make the statements madei in; light of the; eircymstances; under which ;such 
statements were made, not misleadingwithrespectto theipe 

3. Based on my knowledge, the financial statements, and othier finaricial ihforrriatiori iricluded w'tiiis report, fairly 
present in all material respects the financial condifion. i^$iilt^bf bperatioris arid (iisMllGVfe>of-the reglsbarit 
as ot and for. the periods presented in this report; 

4i The registrant's other certifying officer and 1 are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal control 
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and 
have: 

a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide-reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally .accepted accounfing principles; 

, >c) Evaluated the effectiveness of the registrant's disclosure coritrbis and procedures, and presented in this 
report our conclusions about the effectiveness ofthe disclosure controls and procedures, as of the end 

; of the period covered by this report based on such evaluafion; and 

d) Disclosed in this report any change in the registrant's internal control over financiai reporting that 
occurred during the registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the 
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrarits internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of registrants board of 
directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrants ability to record, 
process, summarize and report financial information; and 

b) Any firaud, whether or not material, that involves nianagement or other employees who have a significant 
rolein the registrant's intemal control over financiai reportirig. 

Date: FebruaryV26, 20Q9 

/S /T IMS, NICHOLLS 

Tim S. Nicholls 
Senior Vice Presiderit and Chief Finaricial 
Officer 
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SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DEUVERY 

Complete items 1. 2. and 3. Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece. 
or on the front If space permits. 

1. Article Addressed to: 

V k . c \ C v y A v A J A * j C o . 

GSdPo N . /iAi'/ i?^l t:>r. 

n Agent 
n Addressee 

C. Date of Delivery 

D. Is delivery address differeiit from item 1? CD Yes 
If YES. enter delivery address below: O No 

. Service Type 
|!j"certified Mail 
D Registered 
D Insured Mail 

D Express Mail 
n Return Receipt for Merchandise 
n C,0,D. 

4, Restricted Delivery? (Extra Fee) DYes 

2, Article Number 
(Tmnsfer from'̂ sert/itie labeflj j \l i ,,, 7DDH lltD DDDB D353 SSH3 

I I I I I I I I I ! I • . • • ; • • , , , . . . . 

PS Form 3 8 1 1 . February 2004 Domestic Return Receipt 102595-02-M-1S40 
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U.S. Postal ServicoTM 
CERTIFIED MAIL. RECEIPT 
(Domest ic Mai l On ly ; No Insurance Coverage Prov ided) 

For de l ivery i n fo rmat ion v is i t our webs i te at wiww.usps.com® 

CertmedFee 

Retum Reciept Fee 
(Endorsement Required) 

Restricted Deliveiy Fee 
(Endorsement Required) 

Total Postage & Fees $ 

Postmaffc 
Here 

Sen* To 

Str9st, Apt No.; 
or PO Box No. 

a ty . StatB, ZIP¥4 

PS Form 3800, June 2002 See Reverse for Instructions 


